FOREWORD 


The challenges facing businesses are not becoming easier but rather more complex in nature. All over 
the world businesses are struggling with an economy that is not showing signs of recovery and with 
customers still unwilling to spend their hard earned cash. Larger companies are battling to generate 
more jobs and small business are finding it harder and harder to compete and many are barely 
surviving. This phenonemum is however not unique to a select few countries but rather to a wide 
range of businesses on all continents. 


The problems faced by these businesses are directly linked to the world wide crisis’s of countries. 
Greece for one has been in the news with their inability to repay their loans to the EU. They are in 
serious threat of default that may lead to their expulsion form the EU- which in turn will have major 
implications for the whole Euro Zone and the Greek economy. Their deadline is now end of June and 
economists world wide expect them to default. The UK is also in the process of re-evaluating their 
position towards the Eeuro Zone and the Prime Minister David Cameron has promised a referendum 
on the issue before end of 2017. This will also have implications for the region and for businesses. 


On the upside the USA has shown some promise with the number of jobs created in the past months 
increasing steadily. This has given to speculation that the Fed will increase interest rates in order to 
stem inflation and to boost growth. The head of the IMF has however cautioned the USA against the 
raising of interest rates and suggested that it would be more appropriate to do so only in 2016. 
Economists have however predicted that the Fed will raise interest rates this year. 


The economic pressures felt all over the world also have an impact on third world countries and South 
Africa is not excluded from this. The South African economy has been under severe pressure for some 
years now and the unemployment rate is over 25%. Government efforts have not succeeded in 
creating the required number of jobs and with load shedding on the order of the day businesses are 
finding it hard to cope. The fact that the energy supply in the country was not properly managed over 
the past 20 years has now reached epic proportions and the adjunct president Cyril Ramaposa expects 
this problems to only be solved in 2years. Crime, wide spread corruption in government and a wide 
range of other issues are all contributing to an unstable business environment and the economic 
growth for 2015 is placed at only 2,1%. 


Business confidence is at a low level and in this overall climate businesses are under pressure. It is 
the responsibility of all to contribute to an environment that is conducive to good business and to 
ensure the survival of businesses during this time. Research focused on new technologies, on the 
improvement of service, on job creation and any other means to improve the business climate is now 
needed — not only in South Africa but also other countries. 


Retailers and other organisations need to focus on the basics and to make sure that they meet customer 
expectations and needs in such a way that they will be able to ensure their long term survival and 
sustainability. Academics and industry champions have a major role to play and they need to take the 
lead in these trying times. 
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ABSTRACT 


- The advent of digital and social media has resulted in noteworthy changes in the advertising: 
: and marketing environment, which have required companies to approach young consumers: 
: in a different manner. Gen Y (young adults) consumers are dependent on the Internet, social: 
: network sites, instant messaging and mobile devices to search, organise and transmit: 
: information, as well as for entertainment purposes. Marketers are, therefore, compelled to: 
: communicate with these digital savvy consumers on social platforms, which they frequent on: 
: a regular basis. While organisations have constructed social network profiles and buy online: 
- advertising space to promote their brands, many still do not fully comprehend how to: 
: successfully integrate social media into their marketing communication strategies. Research: 
: on social media marketing communications and the perceptions of users are somewhat: 
: limited in a developing country such as South Africa. Mxit is a large social network site in: 
: South Africa that mainly uses a mobile platform for users to text each other at a low cost.: 
: The inquiry’s main aim was to ascertain Gen Y’s affective attitudinal responses to Mxit! 
: marketing communications. The survey design was utilised to sample 1 185 Gen Y: 
: participants. These Gen Y respondents demonstrated positive perceptions to Mxit marketing: 
: communications in terms of liking and preference hierarchy response levels with several: 
: usage and demographic characteristics also having a noteworthy impact. This research: 
: serves as a Clear indication that marketers should commence or continue to use Mxit as an: 
: effective online marketing communication tool, and makes contributions in terms of the: 
: application of cohort and attitude theories in the context of Gen Y respondents’ attitudes: 
: towards SNA in a developing nation. 
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The phenomenal growth of technology, are the largest social media conduit that aims 


especially in terms of social media, has 
impacted on almost every aspect of daily life 
over the past decade. This digital interactive 
Web 2.0 platform has changed the way that 
people and organisations communicate and 
operate globally. Social network sites (SNS) 


to facilitate the building of social relations and 
networks among individuals who — share 
activities, backgrounds, interests and real-life 
connections within their personal networks via 
virtual online communities (Boyd & Ellison 
2007:210-211; Safko, 2010:21-26). SNS have 
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quickly altered the manner in which people 
interact on personal and __ professional 
relationship levels, as well as in terms of 
consumers and marketers’ communication 
patterns (Shambare, Rugimbana & Sithole, 

2012:578). This change has brought along new 
challenges for marketers, as they have to adapt 
their marketing communications to address 
these changes in order to achieve any success 
with consumers. The greatest change can be 
observed among the youth (also referred to as 
Gen Y) who are technology and mobile device 
addicts, as well as primary advocates of SNS 
such as Mxit, Facebook, YouTube, Twitter, 
LinkedIn and may others in South Africa (SA). 
There are literally millions of people at any 
one given time who share information on 
social networks in SA (Aleman & Wartman, 

2009; Safko, 2010:21-26). Mxit was recently 
dethroned as the number one SNS in SA, but 
still remains one of the top five social 
mediums (Wronski & Goldstruck, 2014). A 
number of companies, NGOs and government 
departments use MXit as a _ marketing 
communication platform to interact with their 
followers (Mxit, 2014b). 

The effectiveness of marketing 
communications or advertising is frequently 
evaluated by a series of effects that comprise 
hierarchical responses, brand attitudes and 
perceptions (Maddox & Gong, 2005:677). A 
great deal of academic inquiry has investigated 
the value of advertising on the Internet based 
of the aforementioned factors (Lin, Gregor & 
Ewing, 2008:40-57; Naik & Peters, 2009:288- 

299; Shankar & Batra, 2009:285-287; Tsai, 
Cheng & Chen, 2011:1091-1104; Bianchi & 
Andrews, 2012:253-275; Thales, Wedel & 
Pieters, 2012:144-59; Thompson & Malaviya, 

2013:33-47), but little academic attention was 
previously given to social network advertising 
(SNA) and its effect on attitudes. It has only 
been in the last five years that an increased 
number of academic publications on SNA 
have begun to emerge, but given the initial 
slow increase in SNA spending, the dearth of 
research attention was expected. A majority of 


these inquiries were conducted in the United 
States (US) and Europe, but there is still a lack 
of social media marketing communications 
research in Africa, which has shown the most 
prolific growth (eMarketer, 2014d; Okazaki & 
Taylor, 2013:57). Global ecommerce sales 
were $1 250 trillion in 2013 and are expected 
to climb to $2 000 trillion by 2016, with the 
largest amount of growth being displayed in 
developing countries (eMarketer, 2014b). 
There has been a scarcity of clear theoretical 
viewpoints from which research on SNA could 
be formulated and tested in empirical studies, 
since theoretical development is frequently a 
cumulative process, which takes some time for 
significant theories to be posited in literature 
(Peters, Chen, Kaplan, Ognibeni & Pauwels, 
2013:296; Yadav, De Valck, Hennig-Thurau, 
Hoffman & Spann, 2013:320). Hence, this 
research aims to contribute to the application 
of cohort and attitude theories in the context of 
Gen Y respondents by investigating their 
attitudes towards Mxit marketing 
communications in SA. 


RESEARCH PROBLEM AND 
OBJECTIVES 


Traditional advertising was used to develop 
hierarchy response models nearly a century 
ago, but there has been a paucity of research, 
which has investigated this model in terms of 
SNA (Barry, 1987:252). Therefore, Lutz 
(1985:46) maintained that attitudes towards 
the advertising are only viewed from an 
affective perspective (namely liking and 
preference), with the cognitive and 
behavioural components excluded from 
consideration, since attitudes can be described 
as a tendency to respond in a positive or 
negative way to a certain advertising stimulus 
during a_ specific exposure event. Many 
companies spend large sums on advertising via 
this conduit to reach the elusive Gen Y 
(Wronski & Goldstruck, 2013:114-115; Mxit, 

2014c). Thus, the first two objectives of this 
paper are as follows: To determine whether 
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Mxit marketing communications has an effect 
on the “liking” hierarchy response level of 
Gen Y; and to establish if marketing 
communications on Mxit has an influence on 
the “preference” hierarchy response level 
among Gen Y in SA. 


De Lanerolle (2012:18) discloses that most 
users utilise mobile devices to access Mxit; 
therefore, it is important to ascertain whether 
there are differences in the attitudes amongst 
Gen Y regarding how they connect to this 
conduit. Other usage characteristics that will 
be investigated to determine whether they have 
an effect on attitudes towards marketing 
communications and Mxit include: profile 
update incidence; log-on frequency; log-on 
duration; and length of usage. This study is 
important for academics and companies, as it 
will offer an improved indication of young 
adults Mxit usage characteristics’ effect on 
affective attitudes, and permit predictions of 
this fickle cohorts’ future consumer behaviour. 
Consequently, the next two research objectives 
are as follows: To ascertain Gen Y’s usage 
characteristics impact on the “liking” 
hierarchy response level as a result of 
marketing communications on Mxit; and to 
examine if usage factors of Gen Y in SA have 
an effect on the “preference” hierarchy 
response level owing to Mxit marketing 
communications. 


Bolton, Parasuraman, Hoefnagels, Migchels, 
Kabadayi, Gruber, Loureiro and _ Solnet 
(2013:257) proposes that more inquiry was 
necessary to examine if there were notable 
differences amongst Gen Y regarding their 
utilisation and perceptions of social media. 
Petzer and Meyer (2013:382-386) discloses 
that a large Black middle class had emerged 
since SA’s change to a democracy, but there 
were still large differences in education and 
income levels, as well as technology access. 
Few studies have determined the influence of 
age within a particular cohort on attitudes. 
Hence, the last two research objectives are as 
follows: To explore if demographic variables 


have an influence on the “liking” hierarchy 
response level among Gen Y owing to Mxit 
marketing communications; and to ascertain if 
demographic factors have an effect on the 
“preference” hierarchy response level as a 
result of marketing communications on Mxit 
marketing communications among Gen Y in 
SA. 


THEORETICAL BACKGROUND 


Social media marketing 
communications overview 


Social media has irrevocably altered the 
marketing communication landscape of 
brands, where consumers take a more dynamic 
role as marketers of brands that have become 
social currency (Walsh, Henning-Thurau, 
Sassenberg & Bornemann, 2010:130). The 
relatively passive 


transformed into an active dialogue between 


website has been 


the consumer and organisations. Social media 
has created new ways to share content, 
communicate and, more importantly, advertise 
online, as well as become a conduit for 
consumer socialisation that has changed the 
face of consumer behaviour (Uitz, 2012:1). 
The proliferation of social media has forced 
many marketers to adopt digital interactive 
marketing communication strategies, and 
hence lured them to SNS due to the huge 
number of unique visitors that they attract. 
SNA was found to be generally tolerated by 
users since it kept the SNS free of charge 
(Kelly, Kerr & Drennan, 2010:16; Hadija, 
Barnes & Hair, 2012:2), but whether SNA is 
effective remains to be seen. Nonetheless, 
online advertising is growing at a tremendous 
rate and is predicted to be in the region of 
$121 billion in 2016 (eMarketer, 2014a). A 
majority of the SA population does not have 
access to computers, but makes use of mobile 
phones and other devices to communicate with 
each other and to access the Internet and SNS 
(Petzer & Meyer, 2013:386). 


4 Mxit marketing communications’ influence on liking and preference among Gen Y 


Marketers’ primary objective in SNS should 
be to establish themselves within a given 
community where online virtual communities 
utilise Web 2.0 technologies to forge strong 
bonds online. A _ continual flow of 
communication is obligatory to keep social 
media advocates entertained and campaigns 
should be intriguing, engaging and authentic to 
users (Mothner, 2010). SNS users’ information 
on social media is not only divulged to users’ 
networks of contacts, but also to marketers for 
more targeted marketing communication 
opportunities (Bayne, 2011:13; Stokes, 
2013:375). Pustylnck (2011:70) asserts that 
SNS should not be utilised as the solitary 
advertising means for a product, in spite of 
their affordability and availability, since a 
huge quantity of information is posted on SNS 
and results in clutter, which ultimately 
transforms the advantage of SNA into a 
drawback. Barreto (2013:132) also stresses 
that being aware of the full advertising 
potential of SNS would accelerate the number 
of marketers in reaching their target audiences 
more effectively. Though, the question of 
whether the SNA is correctly implemented, or 
if it really works, largely remains unanswered 
(Barreto, 2013:9-10). Accordingly, this study 
seeks to investigate attitudes towards 
marketing communications on SNS, 
particularly Mxit. 


Mxit synopsis 


Mxit is one of the dominant SNS in SA, with 
nearly 5 million monthly users, of which a 
majority (88%) resides in SA (Wronski & 
Goldstruck, 2013:116; Wronski & Goldstruck, 
2014). Mxit is an inexpensive platform since it 
does not use much data; hence, users tend to 
spend a great deal of time interacting with 
friends and/or brand applications (apps), 
playing games, downloading music and 
pictures, and using the learning channels. The 
average users spend nearly 2 hours daily 
logged on to this platform (Wronski & 
Goldstruck, 2013:116-119). Mxit mainly 
reaches the developing youth market, with half 


of Mxit users aged 18 — 24 years old, and in 
many instances, is the first online experience 
for low LSM users via mobiles devices (Mxit, 

2014a). This SNS can be accessed via over 8 

000 mobile devices, including tablets and 
computers (McConnachie, 2013; Mxit, 2014a). 
Mxit releases a brand index every 30 days that 
provides a rank of brands based on how many 
users who have joined or interacted with the 
brand’s page or app. The most recently 
released brand index (October 2014) shows 
that SuperSport has over 2 million subscribers, 
whereas 24.com, Rhythm City, KFC and DStv 
all had over 1 million subscribers (Mxit, 

2014b). This SNS is used as a marketing 
communication tool by 10% of large brands in 
SA, but the number of organisations are 
forecasted to increase their efforts to reach 
younger consumers that are located in the 
lower to middle LSMs (Wronski & 
Goldstruck, 2013:18,115). Organisations have 
a number of avenues on Mxit to reach their 
target market by means of brand apps, 
sponsorships, branded chat rooms, banner 
advertisements, broadcast posts, competitions 
and many other promotional elements (Mxit, 

2014c). 


Academic discourse has largely examined 
MXit in terms of why this medium was used 
so extensively, particularly by SA’s youth, 
and/or from an education viewpoint. Francke 
and Weideman (2008:81-94) explored the 
usage traits and influence of Mxit on the 
youth. A potential negative influence was 
found in terms of safety, emotional welfare 
and work productivity. Chigona, Chigona, 
(2009:1-16) 
investigated the use and perceptions of instant 
messaging via a mobile platform among the 


Ngqokelela and Mpofu 


youth in SA. The inquiry revealed that Mxit 
played an intricate role in users’ lives, and was 
primarily used for social networking. Kaufman 
(2011:5) considered Grade 12 learners’ Mxit 
experiences as a means of peer-support during 
their final year of school. Butgereit and Botha 
(2011:1-11) observed how a model could be 
used to identify suitable mathematics topics in 
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dialogue over Mxit in the Dr Math program, 
which is an online tutoring system for learners 
who use MXit to assist with homework by 
volunteer tutors. Roberts and Vd&nska 
(2011:243-259) evaluated how a_ mobile 
platform such as Mxit was employed to 
support mathematics at schools. No studies 
have examined the attitudinal effect of Mxit as 
a marketing communication tool in spite of 
this interactive SNS’s widespread popularity 
among millions of SA’s youth. Accordingly, 
the lack of academic work in this area 
necessitates additional investigation. 


Gen Y cohort theory précis 


Gen Y (also known as Millennials, Digital 
Natives and/or Generation Next) refers to 
those who were born during the early 1980s 
and to the mid-1990s to early 2000s, however, 
these years vary according to different authors 
(Berndt, 2007; Wessels & Steenkamp, 
2009:1040; Black, 2010:92; Morrissey, 
Coolican & Wolfgang, 2011), but for the 
purposes of this research, those aged between 
18 and 30 years will be deemed to constitute 
the Gen Y cohort. Prensky (2001:1) asserts 
that Gen Y is notorious for their digital 
linguistics of computers, mobile device 
obsession and Internet capabilities. 
Consequently, young consumers assimilate 
information and think in a totally different 
manner in comparison to earlier generations 
owing to the pervasive context of notebooks, 
laptops, smartphones, tablets, video games, 
iPods and other digital interactive devices. 
Oblinger and Oblinger (2005) observe that 
Gen Y is_ social, connected, digital, 
experiential and need instant gratification, and 
learn via engagement, experience, peer-to- 
peer, teams and visual elements. Gen Y does 
not enjoy reading long chunks of information, 
as they prefer to be exposed to pure content 
without any periphrasis. They are addicted to 
digital technology, especially mobile devices, 
hence they are not comfortable with long 
textual content, which is a reflection of a true 
multimedia generation. Gen Y favour direct 


messages, which they observe in regularly 
frequented media such as SNS, mobisites and 
other online websites (Wilson, 2007:35-40; 
Tapscott, 2009). 


An understanding of Gen Y’s characteristics is 
important in terms of marketing, but it could 
be perilous to make broad assumptions about 
this cohort owing to divergence within this 
group (Kennedy, Judd, Churchward, Gray & 
Krause, 2008:108-109; Skene, Cluett & 
Hogan, 2007). Since Gen Y has grown up in 
the epoch of computers and the Internet, these 
young consumers are quick to filter out boring 
and irrelevant messages and focus their 
attention on creative brand messages. This 
cohort is brand savvy with a collectively large 
buying power, and they have learnt how to 
influence purchase decisions early in their 
lives, hence they are able to rapidly discern 
unreliable brands (Wilson, 2007:35-40). 
McDonald (2014) discloses that Gen Y spend 
in excess of $200 billion per annum in the US 
and more than R100 billion in SA (Levin, 
2013). Moore (2012:442) confirms the 
aforementioned sentiments by establishing that 
Gen Y purchases products online at a lesser 
rate than prior generations, although this 
phenomenon did not appear to arise from 
accessibility or income constraints, but rather 
from using SNS for other purposes such as 
entertainment and to interact with brands 
online. Therefore, the attitudes of this fickle 
cohort warrant further inquiry to establish if 
Mxit marketing communications have an 
impact on their perceptions. 


Hierarchy of Effects Model and 
attitudes context 


Over the past century a number of Response 
Hierarchy Models have been developed to 
portray the stages that consumers may 
experience before they purchase in order to 
measure advertising effectiveness (Barry, 
1987:251). The best known models include the 
AIDA, Hierarchy of Effects, Innovation 
Adoption, and Information Processing models 
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(Belch & Belch, 2015:158-159). The most 
frequently cited model, namely Hierarchy of 
Effects, was developed by Lavidge and Steiner 
(1961:59-62), and proposes that consumers 
experience number of stages over a period of 
time, commencing with product 
“unawareness” to actual purchase. The 
hierarchy demonstrates an implicit causal 
relationship between different attitudinal 
stages from cognition (awareness and 
knowledge hierarchy response levels) to affect 
(liking and preference hierarchy response 
levels) to conation/behaviour (intention-to- 
purchase and purchase hierarchy response 
levels) (Belch & Belch, 2012:157). Attitudes 
towards advertising, and the abovementioned 
hierarchy response levels, can be evaluated in 
terms of favourable or unfavourable consumer 
feelings towards brand advertising 
(MacKenzie, Lutz & Belch, 1986:130-143). 
Although Attitudes Towards Advertising 
theory is important in order to understand 
consumers’ opinions and views about online 
advertising, it should be taken into cognisance 
that attitude formation occurs differently via 
divergent mediums such as television (TV), 
the Internet and SNS (Hadija et al., 2012:22). 
Response Hierarchy Models are _ still 
applicable to SNS, but are different to TV and 
traditional websites, since social media is a 
community-oriented platform that facilitates 
the sharing of information. Attitudes towards 
SNS marketing communications have not been 
measured in South Africa in terms of the 
Hierarchy of Effects model stages. Therefore, 
the dearth of research on attitudes towards 
SNA in terms of a recognised theoretical 
framework (Yoo, Kim & Stout, 2010:49) and, 
as mentioned in prior text, the fact that Lutz 
(1985:46) maintained that attitudes towards 
the advertising are only viewed from an 
affective attitude perspective (namely liking 
and preference hierarchy response levels), 
have instigated this study. 


A number of research inquiries have explored 
different elements of SNA in terms of 
affective responses. Dlodlo and Dhurup 


(2013:335) found that Gen Y generally have 
positive affective attitudes to social media. 
Hollebeek, Glynn and Brodie (2014:156-161) 
established that consumers who engaged with 
brands on SNS had a favourable effect on 
affective attitudes, which resulted in greater 
brand involvement and usage intent. Yang 
(2012:56) revealed that SNA _ enhances 
consumers’ affective attitudes that increase 
brand purchase intentions. | Labrecque 
(2014:138-139) disclosed that favourable 
affective (liking) attitudes regarding brand 
interaction on social network environments 
strengthen brand relationships with consumers. 
Wang and Sun (2010:342) proposed that SNA 
must be presented in a creative manner to be 
enjoyable and stimulating in order to attract 
consumers’ attention in an online context that 
is cluttered with marketing communication 
messages and other user-generated content. 
Saxena and Khanna (2013:23) suggested that 
SNA had poor content and entertainment value 
and was perceived as irritating. De Vries, 
Gensler and Leeflang, (2012:88-89) examined 
brand post appeals in terms of how 
entertainment (affective) and several 
determinants affected SNS liking. Entertaining 
brand posts were found to have a negative 
impact on the number of likes. Mir (2012:280- 
282) concluded that entertaining SNA did not 
have a favourable impact on consumer 
attitudes. These conflicting research findings 
mostly emanated from first-world nations, 
which used small student samples. Therefore, 
this empirical study aims to reveal Gen Y’s 
affective responses towards marketing 
communications on Mxit in a developing 
country, namely SA. 


METHODOLOGY 
Sampling 


Gen Y are principal users of digital and online 
media, especially SNS (Goldenberg, 2007:12; 
Norum, 2008:269; Van der Waldt, Rebello & 
Brown, 2009:450; Smith, 2012:86; Bolton et 
al., 2013:247; eMarketer, 2014c). A number of 
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inquiries have solely utilised students as 
participants to investigate attitudes towards 
SNA (Subrahmanyam, Reich, Waechter & 
Espinoza, 2009:420; Orpana & Tera, 2011:79- 
80; Haigh, Brubaker & Whiteside, 2013:60; 
Logan, Bright & Gangadharbatla, 2013:164; 
Yaakop et al., 2013:157). However, it is 
essential to draw a sample that includes Gen Y 
from all of their different life stages, as 
mandated by Yaakop, Anuar and Omar, 
(2013:161), hence, young adults that were 
employed and unemployed; lived in townships 
and suburbs; and from rural and urban areas; 
were targeted to obtain a_ balanced 
representation of this cohort. The Western 
Cape accounts for 11.2% the South African 
population (Statistics SA, 2012:15), and was 
used as the sample frame, which is a 
representative subsection of the research 
population (McDaniel & Gates, 2004:270). 
The study utilised multi-stage sampling within 
a number of different organisations. Sports 
clubs, churches, youth groups, businesses and 
tertiary education institutions were identified 
and contacted to obtain the necessary 
permission to survey their Gen Y members. 
Thereafter, 
employed, where every third respondent was 
asked if they would participate in the survey 
on a voluntarily basis (Du Plooy, 2009:118- 
119). 


systematic sampling was 


Data collection and questionnaire 
formulation 


Bhattacherjee (2012:73) emphasised _ that 
surveys were one of the best ways to measure 
unobservable data such as_ respondents’ 
attitudes and when the research population was 
too large to observe directly, while it also 
facilitated the detection of small effects when 
analysing multiple variables, as in the instance 
of this study. The data was collected by means 
of a self-administered survey, which allowed 
participants to complete the questionnaire 
without the assistance of fieldworkers. Self- 
administered surveys reduce interviewer bias 
and are able to attain a high response rate from 


substantial research populations (Burns & 
Bush, 2012:155). Gen Y members were asked 
two pre-screening questions to qualify to 
participate in the inquiry - firstly, to establish 
if they had used Mxit and, secondly, to 
determine if they had observed any Mxit 
advertisements. The first part of the 
questionnaire included five multiple-choice 
questions that verified the users Mxit usage 
variables; and the next part measured affective 
attitudes in terms of the two hierarchy levels, 
that is, liking and preference as a result of 
perceiving Mxit marketing communications. 
The construct, namely liking, was developed 
from Duncan and Nelson (1985:40-41); 
Ducoffe (1996:28); and Lin et al. (2008:56). 
The second construct, namely preference, was 
developed from Martin, Bhimy and Agee, 
(2002:474) and Wang and Sun (2010:338). A 
five-point Likert scale, which ranged from 
strongly disagree to strongly agree, was 
employed to measure the construct items. The 
last part of the questionnaire collected the 
respondents’ demographic information and 
comprised of three multiple-choice questions. 
A pre-test was employed among fifty 
respondents to establish if the questionnaire 
and collected data was reliable, valid and 
relevant (Bhattacherjee, 2012:23). Several 
construct items were rephrased in a bid to 
improve the reliability and a couple of 
questions were amended. A total of ten 
fieldworkers were used to disseminate the 
questionnaires and to conduct the survey, 
which yielded 1 185 useable questionnaires. 


Data analysis 


Data analysis generally involves reducing the 
collected data to a manageable size, creating 
summaries, looking for discernable trends and 
relationships, and statistical 


techniques to interpret in order to ultimately 


utilising 


answer the research objectives (Emory & 
Cooper, 1991:89). The statistical software, 
SPSS (version 22), was utilised to capture and 
analyse the data. Basic descriptive statistical 
analysis methods (means, standard deviations 


8 Mxit marketing communications’ influence on liking and preference among Gen Y 


and frequencies) were utilised to present a 
simple description of the findings (Tables 1, 2 
and 3). Validity refers to the degree to which a 
research instrument or construct assesses what 
it is supposed to assess (Field, 2009:795). As 
discussed, a pre-test was conducted and 
several items were reworded to ensure the 
construct validity of the instrument, as 
mandated by De Vos, Strydom, Fouché and 
Delport (2011:242-243). The strength and 
direction of the linear relationships between 
the dependant variable items (liking and 
preference) were also determined by using 
Pearson’s correlation coefficient (Tables 2 and 
3), which affirmed that the construct items 
were largely, positively related to each other 
(Maree, 2007:234, Pallant, 2010:123). 
Analysis of variance (ANOVA) is employed 
when a single individual quantitative measure 
needs to be compared to more than two 
independent variables (Maree, 2007:229). 
ANOVA utilised the Wald’s statistic that has a 
Chi-Square_ distribution (applied as a 
Generalised Linear Model (GLM)) to 
determine if there were significant differences 
between the dependent affective attitude 
variables (liking and preference) and the 
independent usage and demographic factors 
(Field, 2009:269-271). A post ad hoc test, 
Bonferroni adjustment, was employed to 
locate the differences between the 
aforementioned variables (Tables 4 and 5) 
(Pallant, 2010:234). 


RESULTS 


As anticipated, Mxit was largely accessed by 
means of mobile devices (74.6%) by a 
majority of participants who characteristically 
used Mxit on a daily basis (63.3%), spent one 
(22.4%), two (26.8%) or three (21.9%) hours 
per log-on session, and over 70% updated their 
prolife at least once a week. The sample of 1 
185 participants included a majority of females 
(56.4%); a majority of the participants were 18 
- 20 years old (69.6%) replicating Mxit’s 
audience profile (Mxit, 2014a), and the 
population groups in essence duplicated the 


TABLE 1 
Mxit usage characteristics and 
demographics 






































Mxit Usage Characteristics n % 
Access 
Mobile Device 884 746 
PC 97 8.2 
Mobile Device & PC 204 17.2 
Length of usage 
<1 year 125 10.5 
2 years 230 19.4 
3 years 278 23.5 
4 years 222 18.7 
2 5 years 330 279 
Log-on frequency 
Daily 750 63.3 
2-4aweek 216 18.2 
Once a week 125 10.5 
2-4amonth 48 4.1 
Once a month 46 3.9 
Log-on duration 
<1 hour 266 22.4 
2 hours 318 26.8 
3 hours 260 21.9 
4 hours 149 12.6 
2 5 hours 192 16.3 
Profile update incidence 
Daily 392 33.1 
2-4aweek 260 21.9 
Once a week 202 17.0 
2-4a month 98 8.3 
Once a month 233 19.7 
Demographics 
Gender 
Male 517 43.6 
Female 668 56.4 
Age 
18 - 20 825 69.6 
21-24 294 24.8 
25 - 30 66 5.6 
Population group 
White 67 5.7 
Black 684 57.7 
Coloured 396 33.4 
Indian/Asian 38 3.2 





ethnic orientation in the Western Cape with 
Black respondents (57.7%) and Coloured 
respondents (33.4%) being in a majority. 
(Statistics SA (2012:17) reported the Western 
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TABLE 2 
Mxit marketing communications liking scale 
2) 
std g 
Mean , 1 2 3 4 5 6 7 8 9 |B 
Dev. S$ 
on 
2 
Advertising on MXit has made 
me like the brands more (1) ae 1 : 
Advertising on MXit adds to 
the enjoyment of using MXit 3.21 1.264 625" 1 
(2) 
Advertisements on MXit are 3.43 1.280 491" 480" { 
irritating and annoying § (3) 
Advertisements on MXit are 3.30 1.153 690" 626" 331" ' 
entertaining and fun (4) 
MXit has a positive influence 
on me liking advertised 3.05 1.133 425" | 587” 072 506" 1 o 
products (5) = 
Advertising on MXit has made m ra “ 
me like the products less § (6) 3.30 1.107 -.085 | -.193 429 -.112 027 1 
| have positive feelings for 
brands that are advertised on 3.29 1.188 607" | .498" | 148" | .670° | .378" | -.164” 1 
MXit (7) 
There are too few 2 ne % 1 
advertisements on MXit (8) 2.97 1.261 288 513 .000 382 336 -.256 1345 1 
MXit has a negative effect on 
me liking advertised brands $ 3.51 1.141 .050 .005 582" .082" .000 465" | 111° | 206" 1 
(9) 












































5 Negatively phrased statement scores were recoded 
* Correlation is significant at the 0.05 level (2-tailed) 
™ Correlation is significant at the 0.01 level (2-tailed) 


Cape Black population at 32.9% and Coloured 
population at 48.8%. Table 1 provides a 
complete overview of usage characteristics 
and demographics of the Gen Y participants 
who utilise Mxit. 


AS 
Statistics (frequencies, means and_ standard 
deviations) were used to display the results 
(Tables 1, 2 and 3). The respondents’ affective 
attitude responses were measured by two 


mentioned in prior text, descriptive 


scales, one for each of the hierarchy-of-effects 
levels, namely liking and preference (refer to 
Tables 2 and 3). 


Cronbach’s a was employed to measure the 
liking and preference scales in terms of 
reliability, which assesses the degree of 
internal consistency between variables that 
measure a single construct. Values of 0.7 or 


more are considered to be adequate (Tavakol 


& Dennick, 2011: 53-55). Negatively worded 
statements were incorporated in each scale, in 
order to reduce response bias, but needed to be 
recoded so as not to adversely affect the 
Cronbach’s a@ outcome (Field, 2009:674-677). 
However, item 6 was removed from the liking 
construct and item 16 from the preference 
construct to increase the degree of internal 
reliability to acceptable levels. Cronbach’s a 
was 0.74 for Mxit’s advertising liking scale 
(Table 2) and 0.7 for the preference scale 
(Table 3), thereby 

internal consistencies. 


reflecting acceptable 
Tables 2 and 3 
exhibited a positive medium (r > 0.3) and a 
positive strong (r > 0.5) relationship for a 
majority of the items in the liking and 
preference measurement scales in terms of 
Pearson’s correlation coefficient analysis, 
which indicates that the respondents generally 


displayed favourable perceptions in terms of 
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TABLE 3 
Mxit marketing communications preference scale 
2) 
std g 
Mean , 10 11 12 13 14 15 16 17 18 |B 
Dev. S$ 
no 
2 
| have no interest in brands 
that are advertised on MXit $ 3.45 1.272 1 
(10) 
Advertisements on MXit have 
increased my preference for 3.14 1.270 026 1 
specific products (11) 
Advertising on MXit improves 3.32 1.290 005 438" { 
the image of companies (12) 
| avoid products that are re 
advertised on MXit s (13) 3.20 1.138 569 .003 .000 1 
Advertisements on MXit are 
relevant to me and my 3.08 1.089 104" | 559" | 342" -.055 1 rc) 
q 


interests (14) 





Advertisements on MXit are 


effective in stimulating my 3.07 1.107 075 360" 


preference in brands (15) 


490” -.067 435" 1 








Advertisements on MXit are 
ineffective in gaining my 3.25 1.199 393" .007 
interest in products $ (16) 


-.026 533" | -.074 | -.125° 1 











| prefer brands that are s ie 2 mn a m 

promoted on MXit (17) 2.97 1.205 126 527 213 -.062 593 462 -.207 1 
Advertisements on MXit have 

a positive effect on my 3.08 1.167 .086" 389" | .453” .007 A491" | 618" | -.120" | .513" 1 














preference for brands (18) 
































S Negatively phrased statement scores were recoded 
* Correlation is significant at the 0.05 level (2-tailed) 
™ Correlation is significant at the 0.01 level (2-tailed) 


liking and preference as a result of Mxit 
advertising. 

The GLM ANOVA, employing the Wald’s 
Chi-Square statistic and the post ad hoc 
Bonferroni adjustment, were used to determine 
if there were significant differences between 
the participants’ affective attitudes (dependent 
Mxit marketing 
usage 


variables) 
communications and _ the 


regarding 
factors 
(independent variables) and demographic 
characteristics (independent variables). The 
GLM ANOVA was used as a result of the 
unbalanced data, as standard errors are bigger 
for a lesser number of observations for certain 
independent variables (for example, there were 
fewer respondents Indian/Asian respondent 
compared to Black respondents), which the 
GLM takes into 

“normalises” the data 


consideration and 
(Van Schalkwyk, 


2012:3). The effects in terms of the Wald’s 
Chi-Square statistic, which are based on the 
Bonferroni adjustment pairwise post hoc test 
among the estimated marginal means, are 
presented in Tables 4 and 5. 

The Wald’s Chi-Square test showed that there 
was a significant difference at p < 0.001 for 
liking (mean = 3.26, Std. Dev. = 0.66) owing 
to Mxit marketing communications (Table 4). 
No significant differences were found for 
access, log-on frequency, profile update 
incidence and gender, whereas Bonferroni 
correction pairwise comparisons revealed 
significant differences between the following 
elements (Table 4): 

Length of usage (p < 0.05): Respondents who 
had used Mxit for 1 year resulted in greater 
liking than those who had used the SNS for 5 
years; 
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Log-on duration (p < 0.001): Participants who 
logged on for < 1 hour displayed lower liking 
levels than those who remained logged on for 

3 hours, 4 hours and 5 hours; 

Age (p < 0.001): Mxit users who were aged 18 

- 20 years resulted in higher liking than those 
aged 21 - 24 years; and 

Population group (p < 0.001): White (M = 

3.11, SE = 0.087), Coloured and Indian/Asian 
participants exhibited lower liking levels 
compared to Black participants. 


The Wald’s Chi-Square test disclosed that 
there was a significant difference at p < 0.001 
for preference (mean = 3.17, Std. Dev. = 0.62) 
as a result of Mxit marketing communications 
(Table 5). No significant differences were 
found for access, usage length, log-on 
frequency, profile update incidence, gender 
and age; however, Bonferroni correction 
pairwise comparisons showed _ significant 
differences among the subsequent elements 
(Table 5): 

Log-on duration (p < 0.001): Participants who 
logged on for < 1 hour exhibited lower 
preference levels than those who remained 
logged on for 3 hours and 5 hours; and 
Population group (p< _ 0.001): Black 
respondents displayed greater preference 
levels in comparison to White and Coloured 
respondents. 


DISCUSSION 


Mxit marketing communications caused 
favourable affective responses among_ this 
sample of Gen Y in SA (as indicated in Table 
4), hence fulfilling the first research objective. 
Taylor, Lewin and _ Strutton, (2011:269) 
successful SNA 
implementation, marketers needed to generate 


concluded that for 


marketing communication messages _ that 
provided unequivocal value to SNS _ users. 
Taylor et al. (2011:269) also found that 
entertainment (liking) value was the most 
highly rated by SNS users, which affirmed the 
findings of this study. Schivinski and 
Dabrowski (2013:9-10) also ascertained that 


organisations’ SNS communications resulted 
in favourable brand affective attitudes, which 
was found to be the same for Mxit marketing 
communications. Hutter, Hautz, Dennhardt 
and Filler, (2013:348) reported that a 
consumer’s interaction with an organisation’s 
SNS page led to unfavourable affective 
responses owing to an overload of 
information. However, social media is largely 
deemed to be less invasive than other 
promotional endeavours, as consumers can 
easily discern the degree of exposure to 
marketing communication content. The results 
of this research revealed that Mxit marketing 
communications tended to support the latter 
view. It is apparent that young consumers 
liked advertisements that engaged them (such 
as playing games), which are fitting for SNS 
such as Mxit sites that are used to relieve 
boredom and allow them to socialise (Kelly et 
al., 2010:21). 


Certain usage characteristics were shown to 
have a positive impact on Gen Y’s liking and 
preference attributable to marketing 
communications on Mxit, thus affirming the 
second research objective. Gen Y who had 
utilised Mxit for 1 year had created higher 
levels of liking when compared to those who 
had used interactive platforms for 5 years or 
more. This is a fair notion, as consumers who 
lack experience would be more vulnerable to 
the allures of marketing communications. A 
number of inquiries (Hoffman, Novak & 
Peralta, 1999:80-85; Helander & Khalid 2000: 

612-617; Martinez-Lopez, Luna & Martinez, 

2005:322-323) have also determined that the 
level of experience on online conduits was an 
important factor that influenced buying 
decisions on the Internet. Furthermore, Previte 
and Forrester (1998) confirmed that more 
experienced online users have unfavourable 
attitudes towards advertising on the Internet in 
comparison to online users with less 
experience. Respondents who spent 3 hours or 
more on Mxit at a time generally produced 
higher liking and _ preference levels in 
comparison to those who logged on for one 
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TABLE 4 


Effect of usage characteristics and 
demographics on Mxit marketing 
communications liking 





TABLE 5 
Effect of usage characteristics and 
demographics on Mxit marketing 
communications preference 
























































Mean _ Std. p 
Dev 
Liking (overall) 3.25 (0.66 0.000* 
Access 
Mobile Device (1) 3.27 0.66 
Oi ree 3.42 0.61 0.074 
obile Device 
PC (3) 3.14 0.66 
Length of usage 
< 1 year (1) 3.31 0.66 
2 years (2) 3.29 0.63 iS 
3 years (3) 333 0.62 ae ai 
4 years (4) 3.23 0.69 
2 5 years (5) 3.16 0.69 
Log-on frequency 
Daily (1) 3.26 0.66 
2-4 a week (2) 3.25 0.64 
Once a week (3) 3.25 0.72 0.624 
2-4a month (4) 3.35 0.66 
Onceamonth(5) 318 0.64 
Log-on duration 
< 1 hour (1) 3.10 0.62 
2 hours (2) 3.20 0.67 
3 hours (3) 3.40 0.59 as 
(1) - (3,4 & 5)4 
4 hours (4) 3.36 0.62 
2 5 hours (5) 3.28 0.76 
Profile update 
incidence 
Daily (1) 3.27 0.62 
2 - 4a week (2) 3.32 0.72 
Once a week (3) 3.25 0.65 0.274 
2 -4a month (4) 3.20 0.69 
Onceamonth(5) 3.19 0.66 
Gender 
Male (1) 3.23 0.68 
Female (2) 3.28 0.64 ais 
Age 
we Zs (1) 3.31 0.63 : 
24 (2) S40" (0 ae 
ie 30 (3) 3.24 0.70 
Population group 
White (1) 3.11 0.63 
Black (2) 3.32 0.67 0.000* 
Coloured (3) 3.21. 0.65 (1,3 &4)- (2) 
Indian/Asian (4) 285 0.49 








Mean Std. p 
Dev 
Preference (overall) 3.17 0.62 0.000* 
Access 
Mobile Device (1) 3.18 0.63 
PC (3) 3.14 0.62 
Length of usage 
<1 year (1) 3.21 0.58 
2 years (2) 3.20 0.56 
3 years (3) 3.19 0.61 0.559 
4 years (4) 3.19 0.65 
2 5 years (5) 3.11 0.66 
Log-on frequency 
Daily (1) 3.15 0.62 
2-4 a week (2) 3.13 0.59 
Once a week (3) 3.29 0.68 0.060 
2-4amonth (4) 3.27 0.62 
Once amonth(5) 3.27 0.62 
Log-on duration 
<1 hour (1) 3.06 0.62 
2 hours (2) 3.16 0.63 7 
3 hours (3) 20: USE ag 
(1)- (3 &5) 
4 hours (4) 3.20 0.63 
2 5 hours (5) 3.23 0.64 
Profile update 
incidence 
Daily (1) 3.19 0.60 
2-4 a week (2) 3.21 0.62 
Once a week (3) 3.16 0.65 0.355 
2-4 amonth (4) 3.18 0.68 
Once amonth(5) 3.11 (0.60 
Gender 
Male (1) 3.16 0.63 0.651 
Female (2) 3.18 0.61 
Age 
18 — 20 (1) 3.18 0.60 
21 - 24 (2) 3.13 0.66 0.406 
25 - 30 (3) 3.22 0.71 
Population group 
White (1) 3.04 0.59 
Black (2) 3.25 0.64 0.000* 
Coloured (3) 3.07 0.58 (1 &3)- (2) 
Indian/Asian (4) 3.03 0.61 





*Wald’s Chi-square test showed a significant difference at p<0.001 
** Wald’s Chi-square test showed a significant difference at p<0.05 
A Bonferroni correction pairwise comparisons mean difference is significant at the 0.001 level. 
8 Bonferroni correction pairwise comparisons mean difference is significant at the 0.05 level. 
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hour or less. This is a rational result, since a 
longer period of time would provide young 
adults with a greater opportunity to perceive 
and interact with marketing communications 
Conversely, Yang (2003:43-65) 
indicated that online users who used the 


on Mxit. 


Internet extensively were likely to view 
advertising negatively, but their research 
examined websites, and not SNS. Wronski and 
Goldstruck (2014) confirmed that Mxit users 
spent one and three-quarters of an hour on this 
digital channel nearly every day, and also 
showed the highest level of engagement in 
comparison to all of the other social media 
platforms in SA. Therefore, it can be 
concluded that the longer Gen Y users spend 
logged on to Mxit, the more favourable their 
affective attitudes towards marketing 
communications on this SNS. The 
respondents’ usage characteristics, which were 
identified by this study, have a_ positive 
influence on Gen Y’s affective attitudes, and 
also have important implications for marketers 
who intend to use Mxit as a marketing 
communications conduit. 


Several demographic variables had an effect 
on Gen Y’s affective responses to Mxit 
marketing communications, hence supporting 
the third research objective. Only gender was 
proven not to have an impact on liking or 
preference because of Mxit marketing 
communications. Younger respondents’ liking 
perceptions towards Mxit marketing 
communications were proven to be more 
positive in comparison to the older Gen Y 
respondents. Several other studies have also 
revealed that age has an influence on SNS use 
and perceptions (Ellison, Steinfield & Lampe, 
2007:43-68; Pempek, Yermolayeva & Calvert, 
2009:227-238; Pfeil, Arjan & Zaphiris, 
2009:643-654). Maddox and Gong (2005:683) 
established that 
maintained elevated favourable attitudes 


younger consumers 


towards online advertising. Madahi and Sukati 
(2012:157) confirmed that younger Gen Y 


members have positive behavioural responses 
owing to marketing communications. 
Furthermore, younger consumers displayed a 
greater probability of liking brands owing to 
friends’ social recommendations and 
endorsements (Ipsos OTX, 2012). Black 
respondents showed more favourable affective 
responses to Mxit marketing communications 
in comparison to the other population groups. 
De Lanerolle (2012:8-9) reported that the 
demographics of the Internet have changed 
over the past five years, with two-thirds of 
online users speaking an African language, 
which was primarily driven by mobile devices. 
Petzer and Meyer (2013:382-383) indicated 
that a significant Black middle class had 
arisen, since the establishment of the new 
government, whose purchase power has 
overtaken their White counterparts. Although, 
nearly a quarter of South Africans are still 
below the breadline, they have aspirations for 
the future, which has created a demand for 
products that are not usually associated with 
these consumers. Social media is new to a 
majority of these consumers, but for many 
Mxit is their first exposure to SNS and SNA, 
and numbers are steadily climbing among this 
population group (Petzer & Meyer, 2013:383- 
386). Grier and Deshpande (2001:220) found 
that Black South Africans were more likely to 
be influenced by traditional advertising than 
their White counterparts; and Shavitt, Lowrey 
and Haefner, (1998:7-22) also confirmed that 
Black respondents had more favourable 
attitudes towards online advertising. 


THEORETICAL IMPLICATIONS 


This empirical investigation established that 
Mxit marketing communications produced a 
favourable effect on the affective responses of 
Gen Y, which verifies the fundamentals of 
hierarchy response models that were 
developed via traditional media. Therefore, it 
can be postulated that SNA caused similar 
liking and preference perceptions in 
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comparison to above-the-line advertising. 
Moreover, the findings of this study are 
comparable to primary research in the US and 
Europe, specifically in terms of affective 
responses owing to SNA, thereby confirming 
analogous attitudes between the 
aforementioned first-world countries and 
developing countries such as SA (Taylor et al., 
2011:269; Powers, Advincula, Austin, Graiko 
and Snyder, 2012:485;  Schivinski & 
Dabrowski, 2013:9-10; Hollebeek et al., 
2014:156-161; Labrecque, 2014:138-139). The 
results also show that Mxit marketing 
communications yield similar affective 
attitudes compared to online advertising in 
developed countries (Wang & Sun, 2010:342; 
Yoo et al., 2010:56). Gen Y is viewed as a 
homogenous cohort across the world (Moore, 
2012:443), but there has been debate as to 
whether this notion is true, especially in terms 
of developing versus first-world nations, 
which have superior infrastructure, resources 
and information and communication 
technology (Lesame, 2013:82-86). Several of 
the abovementioned international studies also 
principally investigated Gen Y (Taylor et al., 
2011:269; Schivinski & Dabrowski, 2013:9- 
10), and the current study’s similar findings 
substantiated the notion that Gen Y, across 
countries, have similar behaviours and 
attitudes. Hence, this inquiry has made 
noteworthy contributions in terms of the 
application of cohort and attitude theories in 
the context of Gen Y respondents’ affective 
attitudes towards SNA in an emerging country; 
and cohort theory. As recommended by Bolton 
et al. (2013:257), it was important to explore 
whether there were significant variances 
within the Gen Y cohort in terms of usage and 
attitudes towards social media. The study 
substantiated that 
characteristics, namely length of usage and 
log-on duration, had an influence on Gen Y’s 


particular usage 


liking and preference owing to Mxit marketing 
communications. The analysis also found that 
certain demographic variables, namely age and 
population group, had an effect on Gen Y’s 
affective attitudes towards Mxit marketing 


communications. Hence, variances were found 
within the Gen Y cohort, and since there is a 
lack of inquiry, which examines the impact of 
usage and demographic characteristics on 
SNA and attitudes; this pioneering endeavour 
has furthered the application of cohort and 
attitude theories in the context of Gen Y in 
terms of social media. 


IMPLICATIONS FOR MARKETERS 


Mxit marketing communications resulted in a 
noteworthy effect on liking and preference 
among these Gen Y respondents in SA, 
thereby confirming that marketers who have 
allocated significant portions of their 
marketing communication budgets to SNA 
would have employed the correct tactic 
(Wilson, 2013). However, only one in ten 
companies uses Mxit in their promotional mix, 
which, therefore, provides a__ potential 
profitable opportunity since there is much less 
clutter in comparison to Facebook where over 
90% of marketers use this SNS. Furthermore, 
Mxit is an effective interactive tool to reach a 
young target market positioned in the middle 
to lower to LSMs (Wronski & Goldstruck, 
2013:18,115). Several factors have been 
disclosed as being important in influencing 
affective responses via SNS and/or SNA, 
namely consumer engagement (Hollebeek et 
al., 2014:156-161), brand interaction 
(Labrecque, 2014:138-139) and _ creative 
advertisements (Wang & Sun, 2010:342). 
Marketers can stimulate consumer engagement 
and become interactive with their brands via 
multiple communication channels such as 
branded chat rooms, branded broadcast 
messages and brand apps, which are available 
on Mxit. Furthermore, Mxit provides a 
monthly brand index that displays the top forty 
brands in terms of the number of subscribers 
and position, which provides feedback to 
marketers regarding the effectiveness of their 
marketing communication efforts via this 
digital conduit. 
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Mxit users with less experience displayed 
favourable affective responses when compared 
to experienced Mxit users. Hence, marketers 
should ensure that they constantly interact with 
users and supply accurate brand data that will 
result in engagement among both new and 
older Mxit subscribers via downloads, 
competitions, games, broadcast __ posts, 
competitions, apps and many other marketing 
communication mechanisms. Mxit users who 
spend a longer time on this SNS exhibited 
higher positive affective 
Accordingly, marketers should keep young 


responses. 


consumers entertained and logged on for 
longer by utilising the abovementioned 
promotions platforms and altering brand 
messages on a regular basis, as Gen Y tend to 
ignore uninteresting, dated and immaterial 
brand communications (Jothi, Neelamalar & 
Prasad, 2011:240-241). However, the branded 
messages should be succinct and to the point, 
as Gen Y tend to skim content owing to years 
of computer and mobile device usage, and will 
not read long and tedious communiqué 
(Wilson, 2007:35-40). 


Marketers should also understand _ that 
although Gen Y shares many homogenous 
traits, it would be dangerous to assume that 
there is no variance within this cohort 
(Kennedy et al., 2008:108-109), as was found 
to be true in terms of age and population group 
in this inquiry. Madahi and Sukati (2012:153- 
154) also determined that  intention-to- 
purchase was greater among the younger Gen 
Y consumers and that ethnic orientation 
differed among various population groups, 
which made them a potentially lucrative target 
market. The buying power of this cohort is 
predicted to grow rapidly as students enter the 
job market and older young adults climb the 
corporate ladder. It is estimated that Gen Y 
will constitute three-quarters of the workface 
by the end of the next decade (McDonald, 
2014). Marketers should take into account that 
young Gen Y are brand savvy and are able to 
quickly distinguish between brands that are not 
entertaining and do not provide sufficient 


and/or relevant information so that they can 
make informed consumer purchase decisions. 
As mentioned, several other inquires also 
determined that the Black population group 
was more likely to be influenced by and 
favourably disposed to online marketing 
communications; encompasses nearly seven 
out of ten Internet users; and has the largest 
buying power in SA (De Lanerolle, 2012:8-9; 
Grier & Deshpande, 2001:220; Shavitt et al., 
1998:7-22). A number of Black South 
Africans are introduced to SNS via Mxit, and 
consequently are more readily influenced by 
marketing communications on this digital 
platform; therefore, they constitute a profitable 
market for judicious marketers. 


LIMITATIONS AND FURTHER 
INVESTIGATION 


A number of different forms of Mxit 
marketing communications are available to 
marketers, but were examined universally, 
whereas divergent findings may emanate from 
a separate analysis. Two levels of the 
hierarchy response models were considered, 
but other levels such as awareness, knowledge, 
intention-to-purchase and purchase, also 
warrant further academic attention. A single 
SNS was included in the study, although other 
major social mediums, namely Facebook, 
Google+, YouTube and Twitter should also be 
surveyed. A cross-section of the research 
population was analysed via the survey, but a 
longitudinal design would yield a more 
extensive representation of the perceptions 
towards Mxit marketing communications over 
a longer time frame. Further inquiry should 
also include other generations, namely Baby 
Boomers and Google Generation, who may 
have differing perceptions towards Mxit 
marketing communications and other SNA. 
This research could be duplicated by other 
developing and developed nations to establish 
if similar or divergent attitudes towards SNA 
are prevalent, thereby providing a more 
complete understanding of their perceptions. 
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CONCLUSION 


The onset of the twenty-first century has 
witnessed the exponential proliferation of 
online brand marketing communications 
delivered via social media, especially among 
Gen Y, which has significantly affected a 
number of consumer behaviour elements such 
as attitudes, awareness, information, liking, 
opinions, purchase behaviour and __post- 
evaluation. However, many organisations still 
fail to realise the full potential value of social 
media in their integrated marketing 
communication efforts, especially in terms of 
the interactive nature of this online conduit. 
Marketers now have an opportunity to promote 
their brands via _ personalised marketing 
communications, develop interactive 
relationships and apply demographic specific 
content to their desired target market via the 
rapidly and ever-expanded online system of 
SNS (Shabnam, Choudhury & Alam, 2013:1). 
A noteworthy addition was made to the 
advancement of attitudinal and _ hierarchy 
response model theory in terms of the effect of 
Mxit marketing communications among Gen 
Y in SA. Particular usage characteristics such 
as length of usage and log-on duration also 
affected liking and/or preference hierarchy 
responses, as well as the specific population 
group (a demographic variable) owing to Mxit 
marketing communications. There is a 
growing realisation that the number of young 
people that are buying products online is 
greatly increasing; hence marketing 
communications have become an important 
tool for companies to use when promoting 
their products and services via SNS 
(Manomayangkul, 2012:83). Hence, _ this 
research is important to academics and 
marketers, and since it not only adds to the 
application of cohort and attitude theories in 
the context of Gen Y, it also affords the 
improved prospect of forecasting the 
indecisive Gen Y’s future consumer buying 
behaviour. 
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ABSTRACT 


: Functional e-fashion shopping risks induce the reluctance to e-fashion shop that directly : 
: influences the intention to shop for fashion online. Using the Theory of Planned Behaviour as : 
: the theoretical framework, the study aimed to develop a conceptual framework of e-shopping : 
‘ intent by exploring attitudinal (rational and emotional) and the perceived behavioural control : 
“elements (functional risks) when e-fashion shopping for the first time. A qualitative, - 
- exploratory study was designed of which 15 purposefully chosen participants took part in a : 
: practical fashion web-site exercise followed by in-depth interviews. Content analysis of the : 
: findings revealed that consumers experienced both positive and negative emotional and : 
: rational attitudes that could act as indicators of e-fashion shopping intent. Control and lack of : 
: control were also experienced through the functional risks consumers were exposed to, that : 
: are also potential indicators of e-fashion shopping intent. The newly proposed conceptual : 
: framework related to the TPB for e-fashion consumers is discussed. These findings are : 
: useful to e-retailers when developing e-fashion shopping websites if reduction in e-fashion : 
: shopping functional risk is to be addressed which may positively influence the intent to shop : 
‘online. The study has identified the functional risks e-shoppers have control over when : 
- shopping for fashion online and those they do not have control over, which can assist in the : 
: development of the online offering to e-fashion shoppers. 

Keywords: e-fashion shopping, theory of planned behaviour, behaviour intentions, 
behaviour control, attitude, functional risks, South Africa 


E-shopping has gained more trade in 
developed countries who have highly 
established infrastructure through which to 
support internet penetration (Singla & Kumar, 
2011), reaching over 75 percent of the 
population in these countries (Abiodun, 
2013:24). In the United Kingdom alone 
internet users increased from 15.4 million in 
2000 to 57.3 million by December, 2013, 
resulting in a 89.8 percent internet penetration 
rate. On the other hand internet users in the 
United States of America, grew from 95.3 
million in 2000 to 268.5 million by December, 
2013, resulting in a 84.2 percent internet 


penetration rate (Internet World Statistics, 
2014a). 

Contrary to this, South Africa (SA) has been 
slower than other developing countries in 
growing the e-shopping market (KPMG South 
Africa, 2013) with e-shopping only making up 
2 percent of the total South African retail 
market (Mahlaka, 2014). This is attributed to 
the fact that although the growth of internet 
users has increased, penetration rate has 
remained lower than in developed countries. 
To illustrate, in 2008 SA had experienced the 
highest rate in internet users since 2001, 
increasing the number of users to 12.5 percent 
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(Goldstuck, 2009) and reaching 48.9 percent 
by December, 2013 (Internet World Statistics, 
2014b). Due to this growth, it is now estimated 
that the total number of internet users in SA is 
currently around 14 million which could 
potentially include 39 percent of the e- 
shopping population (KPMG South Africa, 
2013). 


However, half of the individuals who are ready 
to e-shop in SA are not doing so (Goldstuck, 
2014). According to Goldstuck (2014), the 
persistent lack of trust in online payments, the 
concerns about being able to exchange or 
return the goods and the time it takes for 
deliveries to arrive are just some of the barriers 
that hinder e-shopping. However, SA _ e- 
shopping trends are unique and different to 
those of developed countries. South African 
consumers still rely on both online shopping 
and retail stores to purchase goods, using 
websites to compare prices and then making 
the actual purchase in store (Rice, 2014). This 
implies that South African e-shoppers lack the 
necessary confidence to use the internet as a 
retail option and thus still returning to the 
well-known store environment. 


The potential benefits of e-shopping include 
the vast selection of alternative products, quick 
access to the alternatives, low prices, 
convenience of anytime anywhere purchase 
and easy access to rich information (Ahmad, 
Omar & Ramayah, 2010; Liu, Burns & Hou, 
2013; Singla & Kumar, 2011). While e- 
shopping is not a new concept in SA, it is clear 
that the advantages of e-shopping have not had 
a big enough impact on the South African 
consumer to overcome the fear of advancing to 
the e-shopper environment. In the past, the 
country’s large land mass, poor transport 
logistics, lack of broadband penetration among 
others have also deterred e-shopping growth in 
SA (Rice, 2014). Considering the fact that 
South African consumers have become 
comfortable to adopt and implement leading 
edge technology, with most consumers having 
at least one social media account, using 


internet banking and conducting a large part of 
business matters online (Motukuri 2013), it 
suffices to say that the next generation of 
South African consumers may be more 
susceptible to e-shopping (Wardle, 2009). 
Furthermore, the constant development and 
familiarity with the online environment as well 
as the growth in broadband capabilities and 
drop in device prices has made South African 
consumers realize the benefits of e-shopping 
(Mahlaka, 2014). Considering these facts e- 
shopping has the potential of becoming 
increasingly attractive and accessible to 
consumers in developing countries such as 
South Africa. 


In addition, the Internet has worldwide also 
emerged as a persuasive channel for selling 
apparel products (Jang & Burns, 2004; Ko, 
Salusso, Sprott & Hwang, 2007) and 
continually growing this potential (Goldsmith 
& Goldsmith, 2002; Goldsmith & Flynn, 2004; 
Kim & Kim, 2004; Xu & Paulins, 2005). A 
global survey conducted by Nielson (2010) 
indicated that apparel/accessories/shoes are 
among the most popular items purchased 
online (36%). The survey also revealed that 
10.69% of South Africans mostly purchased 
clothes and accessories online (Nielsen, 2010). 
Therefore, e-fashion shopping has already 
captured a significant portion of the e- 
shopping market (Goldsmith & Flynn, 2004). 
Previously in SA, local and international 
designers’ brands would only be stocked in 
boutiques (Taylor, 2014). Currently online 
shops such as Zando, Spree and Runway Sale 
among others represent a number of high 
fashion stores, with compelling online 
offerings (Tubbs & Negubeni, 2014). These 
online shops act as nationwide retailers to the 
South African consumer which enables them 
to shop for local as well as international brands 
and have their purchases delivered to their 
homes anywhere in the country (Taylor, 2014). 
However, the fact remains that many 
consumers, which may include South 
Africans, remain reluctant to conduct e-fashion 
shopping in particular (Park & Stoel, 2002). 
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This reluctance may also be significant to the 
first time e-fashion shopper who has never 
been exposed to this retail medium before. The 
reluctance to e-fashion shop may be the result 
of various risks associated with e-fashion 
shopping. 


It should be understood that fashion is a high 
involvement product (Choi & Lee, 2003) 
which requires shoppers to touch, feel and 
interact with the apparel item. The fact that 
consumers are unable to try on garments, feel 
the fabric and read information on care and 
content labels in the online environment 
(Pastore, 2000) partly creates the reluctance to 
e-fashion shop (Park & Stoel, 2002; Jacobs & 
De Klerk, 2007). According to Bhatnagar, 
Misra, and Rao (2000), it is the sensory 
requirements and interactive nature of the 
apparel purchase process that makes apparel a 
high risk item to purchase online. Therefore, to 
be able to understand what will encourage a 
South African consumer to continue the actual 
e-fashion shopping process irrespective of the 
presence of perceived risks or to return to the 
e-fashion shopping site, consumers’ intentions 
have to be determined. According to Martin, 
Camarero and José (2011), the risks perceived 
during e-shopping and purchasing intention 
may differ among consumers from different 
countries. To understand the intention to e- 
purchase or not to e-purchase, it is useful to 


consider the intentional behaviour of the e- 
shopper. 


THE THEORY OF PLANNED 
BEHAVIOUR 


The intention based theories including the 
Theory of Reasoned Action (TRA) and the 
Theory of Planned Behaviour (TPB) are 
among the most popular theories used to 
explain e-shopping behaviour (Delafrooz, 
Paim & Khatibi, 2009; Xu & Paulins, 2005; 
Wu, 2003). Behavioural intention measures 
how hard an individual is willing to try, or the 
strength of the intended effort to perform 
behaviour (Cao & Mokhtarian, 2005). 
Generally, the stronger an _ individual’s 
behavioural intention, the more likely it would 
be that the individual would perform a 
behaviour (Ajzen, 1991). More so, these 
theories have been highly recommended for 
the assessment of purchase intention for high- 
involvement products such as apparel (Mowen 
& Minor, 1998). Specifically the TPB, (Figure 
1) considers the element of “perceived 
behavioural control” as a determinant of 
behavioural intention (Hansen, Jensen & 
Solgaard, 2004; George, 2002). It has been 
found that perceived behavioural control 
directly affects e-shopping behaviour (George, 
2004). 


FIGURE 1 
Theory of Planned Behaviour (Ajzen, 1991) 
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Perceived behavioural control 


Perceived behavioural control refers to the 
perceived ease or difficulty of performing the 
behaviour (Ajzen, 1991). In this regard 
consumers with the same level of e-shopping 
intention and the consumer with more 
confidence in his/her ability to shop online, or 
who has positive control over functional risks 
associated with e-fashion shopping, is more 
likely to purchase online. The consumer with 
doubts or who experience negative control is 
less likely to succeed in shopping online. Thus 
the intention to perform a particular behaviour 
is dependent on the perceived level of control 
a consumer experiences (Maurer & Palmer, 
1999). In relation to e-fashion shopping, 
studies have not used the behavioural control 
element of the TPB to explore consumers’ 
ability to control levels of risks associated with 
e-fashion shopping. 


A risk is defined as the consumer’s willingness 
to pursue an action that has a reasonable 
likelihood of making the consumer regretful 
(Chu & Li, 2008). Since consumers are 
constantly making decisions that affect them 
and because the outcomes or the consequences 
of such decisions are often uncertain, 
consumers perceive these decisions as having 
some degree of “risk” (Naiyi, 2004) which 
applies to e-fashion shopping as well. An 
active body of research on e-shopping risks 
consumers perceive exists (Ko et al., 2007; 
Jacobs & De Klerk, 2007; Zhang, Tan, Xu & 
Tan, 2012; Masound, 2013). According to 
Zhou, Dai and Zhang (2007), the perceived or 
anticipated risks associated with e-shopping in 
general are defined as the shoppers’ subjective 
belief of suffering a loss in pursuit of a desired 
outcome. In other words the uncertainty exists 
when the shopper cannot predict the 
consequences of their online purchase decision 
(Schiffman & Kanuk, 2010), thus directly 
influencing the consumer’s intentions to e- 
shop (Schiffman & Kanuk, 2010; Liao & 
Cheung, 2001). Therefore, for the first time e- 


shopper who has never used this retail 
environment before, risks may be a very real 
concern. 


Perceived risks related to e-shopping comprise 
of several other risk categories which include; 
functional risk, financial risk, psychological 
risk, social risk and time risk (Jacobs & De 
Klerk, 2007; Schiffman & Kanuk, 2010; 
Masoud, 2013). In particular research on 
perceived e-fashion shopping risks has also 
been reported (Jacobs & De Klerk, 2007). In 
this instance the consumers’ reluctance to e- 
fashion shop has been mainly due to the 
presence of possible functional risks (Jacobs & 
De Klerk, 2007:49). 


Functional risk is a performance risk which is 
the perception that a product purchased may 
fail to function as originally expected (Kim, 
Ferrin & Rao, 2008). In the case of fashion, it 
is the loss incurred when the purchased 
apparel product does not perform as expected 
(Masoud, 2013). According to Jacobs and De 
Klerk (2007:49), the functional risk occurs 
during the interaction with and evaluation of 
the e-fashion item. An e-fashion shopper tends 
to consider several aspects related to the e- 
fashion item and apply certain actions that 
would assist them in making an informed 
decision about the e-fashion item. In this 
regard the visual presentation of the item is 
considered, a product assessment is done in 
terms of product quality, try-on and sensory 
evaluations as well as the return and exchange 
of the fashion item are also executed 
(McCormic & Livett, 2012). However, some 
online retailers such as Zando.co.za and 
Macy’s.com among others have relaxed return 
and exchange policies which offer full refund 
or exchange for most items bought online any 
time after purchase even allowing items to be 
returned to stores (Goldstuck, 2014; Cho, 
2010; Bustillo, 2010). According to Hanai and 
Oguchi (2009), it is especially the return 
policy information provided by online retailers 
that heightens the reliability of these retailers. 
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These are attempts by online retailers to lessen 
the possibility of consumers perceiving any 
functional risks during the  e-shopping 
experience. 


TPB also proposed that subjective norms and 
attitudes, (Figure 1) also have an effect on 
intention. In the case of e-fashion shopping, 
subjective norms refer to the beliefs that 
specific referents such as family, friends or 
peer group have on whether to complete the 
behaviour or not (Li, Mizerski, Lee & Liu, 
2009), or in simple terms the influence of 
others on behavioural intention (Dennis, 
Merrilees, Jayawardhena & Wright, 2009). 
However, for the purpose of this study 
subjective norms are not included in the study 
design or discussions as the focus was to 
explore the attitudinal component in more 
detail, specifically in relation to e-fashion 
shopping and the role it has on the intention to 
purchase. 


Attitude affecting behavioural intention 


Attitude refers to the positive or negative 
feeling an individual has towards a particular 
behaviour or action (Chen, 2008). Thus 
describing a person’s evaluations, feelings and 
tendencies toward an object (Parumasur & 
Roberts-Lombard, 2012) such as e-fashion 
shopping. In the TPB, attitude can be divided 
into three behavioural components namely; 
rational (cognition), emotional (affect) and 
conation (behaviour) (Schiffman & Kanuk, 
2010). However in this paper, attitudes are 
discussed in terms of emotional and rational 
components as these are the two main 
components discussed within the TPB as the 
behaviour results from these components. 


The rational component of an attitude consists 
of a consumer’s beliefs about for example e- 
fashion shopping, that is their knowledge 
about it (Parumasur & Roberts-Lombard, 
2012). It also refers to an individual’s 
knowledge and perceptions that are required 
by a combination of direct experience with the 


attitude object and information from various 
sources (Schiffman & Kanuk, 2010). In e- 
fashion this suggests that the rational 
component consists of a particular view or 
idea that the consumer has about e-fashion 
shopping. Meaning the relationship between 
intention and behaviour is based on_ the 
assumption that consumers attempt to make 
rational decisions based on the information 
available to them (Almousa, 2011). 
Furthermore, it also means to motivate first 
time e-fashion shoppers by means of logical 
information and arguments of why they should 
adopt e-fashion shopping (Huertas & 
Campomar, 2009). The beliefs about the 
outcome of the behaviour will influence 
behavioural intentions. This paper argues that 
if first time e-fashion shopper experience e- 
fashion shopping, the shopper will form a 
belief about e-fashion shopping in terms of 
how desirable or undesirable  e-fashion 
shopping is. 


The emotional component of an attitude is 
considered to be the affective component of 
the attitude, which primarily is evaluative in 
nature (Schiffman & Kanuk, 2010). According 
to Parumasur and Roberts-Lombard (2012), 
the evaluations may be general feelings 
developed without cognitive information or 
beliefs about e-fashion shopping. It may also 
be the result of certain evaluations of e- 
shopping performance on several attributes. 
Hence it captures the overall assessment of e- 
fashion shopping by the consumer and it 
explains the positive or negative feelings the 
consumer has towards e-fashion shopping. 
When the e-fashion shopping experience 
generates positive emotional evaluative 
thoughts, it is expected that the experience will 
contribute to the consumer’s attitudes towards 
e-fashion shopping. 


Although Goldsmith and Goldsmith (2002) 
have shown the relationship between a positive 
attitude and e-fashion shopping intent, rational 
and emotional motivations as_ separate 
components of attitude as indicators of 
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behavioural intent has not been explored. 
Therefore, the first objective of the study will 
be to explore both rational and emotional 
attitudinal indicators in an attempt to 
understand how and in which way these 
elements contribute to the intention to e- 
fashion shop. The second objective of the 
study will determine where the elements of 
control lie for the consumer when confronted 
with perceived behaviour control in the form 
of functional risk experiences as indicators of 
the intention to e-fashion shop. From these 
objectives, a conceptual framework indicating 
the attitudinal (rational and emotional) 
components and the control and lack of control 
of functional risk elements of the perceived 
behavioural control of the TPB, specifically 
with e-fashion shopping in the South African 
context, will be proposed. 


METHOD 
Research design and sampling 


A qualitative exploratory study was designed 
as this approach was more flexible (Fouché & 
Delport, 2005) and allowed the researcher to 
understand the e-fashion shopping 
phenomenon better (Babbie, 2007) through 
data analyses across the participants 
(Onwuegbuzie & Leech, 2007). The 
exploratory design was followed to discover 
the possible elements that constitute 
behavioural intent through the explanations 
and clarifications offered by the participants 
(Mouton, 2002). 


A non-probability, convenient and purposeful 
sampling strategy was used to identify 
participants with the most desirable qualities 
(Bless & Higson-Smith, 2000) and who best 
represented the research topic (Bowen, 2008). 
To ensure sample homogeneity inclusion 
criteria were set (Guest, Bunce & Johnson, 
2006) that included female participants, aged 
between 25 and 50, who had never shopped 
for fashion online, nor browsed for or 


purchased any apparel from the Macy’s 
website prior to the study. Participants were 
teachers, from a high school, in a suburb of the 
greater metropolitan area of Johannesburg, 
which is situated in the Gauteng Province in 
South Africa. 


Data collection 


Data was collected in two phases. Phase one of 
the data gathering exercise consisted of a 
simulated e-fashion shopping experience 
where the participant was required to take part 
in a real online shopping experience except for 
the actual purchase of the item. The Macy’s 
fashion site was chosen as the site has easy 
navigation features, such as zoom in functions; 
detailed description of each clothing item on 
the site, and also included a customer services 
division with a generous option-to-return 
policy. The shopper could also select a specific 
brand within the apparel category. The site 
included the option to down load software 
(Easy Web Browsing) designed as an aid for 
the visually impaired. It will not only magnify 
text when the mouse is pointed at it, but also 
read the magnified text out loud. These 
functions, that are not always available on 
other fashion sites, were used as criteria to 
select the fashion website as they were 
identified as perceived risks consumers 
experience when e-fashion shopping (Ha, 
Kwon & Lennon, 2007; Park & Stoel, 2002). 
Although macys.com did not provide back 
views of garments or 3D rotate function, South 
African fashion web-sites were found lacking 
in most of the criteria that the Macy’s site 
covered and were, therefore, not found suitable 
for the study. Participants were requested to 
access the blouse category on the Macy’s site 
in order to limit a diversity of experiences 
from other categories on the website. In order 
to facilitate the objectives of the study, the 
participant had to browse, familiarized herself 
and interact with the website adequately which 
is considered to be the general process a 
consumer would follow (Koufaris & 


Hampton-Sosa, 2002). The researcher 
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TABLE 1 
Attitudinal and functional risk interview guide 





Attitudinal component 


Question(s) asked 





Emotional category 


How did you feel about the e-fashion shopping experience? 





Rational category 


What is your general opinion or thoughts of the e-fashion 
shopping experience 





Functional risk 


Question(s) asked 





Visual presentation 


How did you experience the presentation of the online 
blouse? 





Product evaluation: 


e Product quality 


e Try-on 


e Sensory (Touch and feel experiences) 


How did you determine product quality of the blouse online? 


What was your impression of the fact that you could not try 
the blouse on? 


What was your impression of the fact that you could not 
touch, feel or handle the blouse online? 








Return and exchange policies 





Did you look at the return and exchange policy when you 
were shopping for the blouse? 





observed and noted the behaviour and actions 
the participant exhibited while browsing the 
website. This concluded phase one of the 
research. Phase two of the research was a one- 
on-one in-depth interview conducted in a quiet 
venue with each participant directly after the 
website exercise. This procedure eliminated 
any potential forgetfulness by the participants 
(Koufaris & Hampton-Sosa, 2002). An 
interview schedule, that allowed the researcher 
to ask the same questions in the exact same 
order to all participants, was used that 
addressed the attitudinal components as well 
as the functional risks identified in the 
literature such as visual presentation, product 
evaluation which included product quality, try- 
on and sensory experiences and lastly the 
return and exchange policies. Table 1 gives an 
indication of the seven questions asked to 
address each of the above mentioned 
attitudinal components and functional risks. 
These questions were specifically developed 
by the researchers to address the emotional 
and rational categories of the attitudinal 
component of the TPB model as well as 
questions pertaining to the functional risks 


experienced with which to clarify the planned 
behavioural feature of the TPB model. 
Participants were allowed to express their 
thoughts and impressions as a reflection of 
their attitudes towards online shopping as well 
as the functional risks experienced during the 
online exercise. The research continued until 
data saturation was achieved and no new 
information was extracted from any of the 
participants. To this effect 15 participants 
proved to be adequate for the study, as data 
replication was evident. This is in following 
with Greeff (2005), who states that data 
saturation can be used as a criterion for 
determining the number of participants in a 
qualitative study. Qualitative studies are less 
concerned with sampling size and rely more 
on sampling adequacy as the latter is important 
in judging the extent to which data saturation 
is achieved (Bowen, 2008). 


All interviews were recorded and lasted for 
approximately 30 minutes during which short 
field notes were taken by the researcher. To 
ensure that the data gathering exercise in both 
phases lived up to the objectives of the study, 
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both phases of the research process were 
piloted to determine if changes to the exercise 
or interview schedule were required and 
whether participants were comfortable with 
the research procedures. No _ significant 
changes were required to the instruments. 


Data analysis 


Data analysis started with the transcription of 
all interviews, after which conventional 
qualitative content analysis, which involves 
the process of inductive reasoning by which 
themes and categories emerge from the data 
(Zhang & Wildemuth, 2009), was used. 
Content analysis was performed through 
means of an open coding procedure, which 
allows the researcher to break the data down 
into different parts. A process of reflexive 
iteration follows where the researcher 
examines and compares the different parts 
(Srivastava & Hopwood, 2009) to see where 
the similarities and differences in the data are, 
and to ask questions concerning — the 
phenomena as revealed in the data (De Vos, 
2005). This procedure follows a simple line- 
by-line coding of the data (Bowen, 2008) that 
results from a bracketing procedure the 
researcher applies through which words or 
phrases that represent the codes are identified 
(Harris, Collins & Hevner, 2009). Secondly, 
the codes were clustered into substantive 
categories (Bowen, 2008; Flick, 1999). 
Furthermore, “in vivo” codes, which are the 
verbal expressions of the participants (Bowen, 
2008) were used to support the substantive 
categories. In this study the substantive 
categories were not predetermined but 
emerged out of the qualitative data. A review 
of theory and literature enabled the researcher 
to determine specific concepts or variables 
pertaining to the study which form the 
objectives of the study. Substantive categories 
emerging from the data are used to describe 
the concepts and explain consumer 
experiences in relation to the objectives of the 
study. According to Berg (2004), these 
inductive categories allow the researcher to 


ground the categories to the data from which 
they are derived. 


Trustworthiness of the study 


Strategies of rigor were applied within the 
procedures used to generate the findings of the 
study by following the trustworthiness 
principles proposed by Lincoln and Guba 
(1985). Data credibility was achieved though 
the variety of experiences of the participants 
that contributed to the richer variation of the 
phenomena under study (Granehein & 
Lundman, 2004). Credibility was further 
ensured through the selection of the most 
suitable meaning units in the data, from which 
categories were derived. Graneheim and 
Lundman (2004) also suggest that credibility is 
also ensured when representative quotations 
for the transcribed text is offered to illustrate 
the categories as offered in the findings of this 
study. Dependability of the data refers to the 
measures of ensuring that the data did not 
change over time nor did the interpretation of 
the data (Graneheim & Lundman, 2004). This 
was ensured through an interview guide that 
asked the same questions to each participant 
and the findings generated from the interview 
guide were argued by both researcher and peer 
researchers to establish consistent judgments 
about similarities and differences in the 
content of the data. Transferability, is 
considered the extent to which the findings are 
particular of a specific group or setting 
(Krefting, 1991) and was ensured through the 
purposefully selected sample of participants 
Lastly, conformability was sought by keeping 
all field notes and transcripts (Krefting, 1991) 
as a data check during analysis. 


Ethical consideration 


Participation was voluntarily during which 
participants were informed about the purpose 
of the study and research procedures. All 
information was considered confidential and 
no information will be made available that 
could identify the participant in any way. 
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Participants were also informed that the 
interview sessions would be recorded. 


FIGURE 2 
Conceptual framework of the e-fashion consumer’s behaviour intent 
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FINDINGS AND DISCUSSION 
Attitudinal indicators 


In order to achieve objective one of this study, 
two components of attitudes (emotional and 
rational) (see Figure 2) on which the theory of 
planned behaviour bases behavioural intent, 
were explored. 


Emotional component 

To explore emotion the participants were 
asked to express how they felt about their 
online shopping experience. Three different 
subjective categories of emotional experiences 
were identified (Figure 2). The first category 
presents hedonic emotional (Figure 2) 
experience expressed in the pleasure related 
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comments most participants uttered such as (‘it 
was fun an exciting experience’). In particular, 
Koufaris and Hampton-Sosa (2002) found that 
websites that provided value added 
information such as product reviews and 
recommendations as well as website designed 
to provide positive encounters to the user 
offered more positive and enjoyable emotional 
experiences. In support of this finding 
Jayawardhena and Wright (2009) found that 
the excitement experienced online was 
attributed to involvement during the online 
purchase, attributes and 
merchandising of the site. Goldsmith and 
Goldsmith (2002) suggest that this 
positiveness might be motivated by the 


convenience, 


positive attitude the consumer has towards the 
Internet in general. Mummalaneni (2005) 
suggests that web based retailers should put 
more effort into generating pleasurable online 
environments that hold shopper interest. 
However, while perceived online fun attracted 
more male consumers, females needed the 
difficulty in selecting items to be reduced and 
the fun of online shopping is not that important 
(Hansen & Jensen, 2009). Siddiqui, O’ Malley, 
McColl and Birtwistle (2003) found that 
consumers rather looked for added value and 
greater level of interactivity online than online 
excitement. 


The second emotional category was identified 
as an emotion of disconcertedness (Figure 2) 
that was experienced by some participants who 
felt e-fashion shopping could make them 
spend money unnecessarily and cause an 
addictive behaviour as found in these quotes 
(‘dangerous, it could be addictive’ or ‘it can 
make you buy things you don’t need’). The 
last emotional category indicated an 
isolatedness experienced by some participants 
who felt uninvolved during the e-fashion 
shopping experience as found in_ these 
comments (‘I felt disconnected as I can’t buy 
because I cannot fit, I worry about size’ or 
“bored because I cannot touch and feel’). The 
last emotional category of isolatedness (Figure 
2) experienced by some participants, is partly 


due to the fact that consumers value the social 
and experience aspect of shopping which e- 
shopping does not support (Dennis, Harris & 
Sandhu, 2002). 


Rational component 

To explore to what extent the rational part of 
consumers online apparel attitude would 
influence the consumers’ intent to shop online, 
participants were asked to express their 
thoughts about this online experience. Four 
rationalized attitudinal categories were 
identified. The first category of thought relates 
to convenience (Figure 2) as expressed 
through these comments (‘it is a convenient 
way of shopping and easier’ or ‘it is a time 
saver’; or ‘good for busy people’ or ‘you don’t 
have to leave home’) by most participants. 
According to Kaufman-Scarborough and 
Lindquist (2002), the comments of the 
participants are reflective of both ‘time 
convenience’ and ‘place convenience’ 
respectively. A study conducted by Park, Nam, 
Choi, Lee and Lee (2009) especially found that 
for larger body types the convenience aspect 
of online shopping was the most important 
feature of online shopping. This confirms the 
findings of Teo (2002) who found that online 
convenience formed part of the benefits of 
online shopping. 


Another category was online product variety 
(Figure 2) as found in these comments by the 
majority of the mixed aged group of 
participants (‘there is a good range of stuff? or 
‘it is interesting to choose from a variety’). 
The findings are similar to the findings of Ko 
et al. (2007) although these authors found that 
specifically young Korean consumers 
preferred internet shopping because of 
incentives such as_ information, better 
assortment of diverse designs and sizes and 
quality. A category of functional constraints 
(Figure 2) was identified that limited e-fashion 
shopping as found in comments some of the 
participants expressed, such as (‘you have to 
have a standard size to shop online’ or ‘you 
have to wait for it’ or ‘it’s only good for stuff 
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with no sizes (one size fits all)’). Lastly a 
category of personality constraints (Figure 2) 
that hindered the e-fashion shopping 
experience such as (‘I need to touch and try- 
on’ or ‘it does not appeal to me’ or ‘I don’t 
want to wait, I need instant gratification’ or ‘I 
like the social aspect of shopping in a store’ or 
‘my personality is not an online person’) was 
also particular to most of the participants. 
These findings support the notion that many 
consumers are still not convinced of the 
benefits of online shopping (Teo, 2002). 


Perceived behavioural control 
indicators 


To address objective two of the study, 
perceived behavioural control in the form of 
three functional risk categories (visual 
presentation, product evaluation and return and 
exchange policies) were examined to 
determine the extent of control the consumer 
experienced when confronted with these risks. 
Figure 2 indicates where the participants 
experienced control or lack of control within 
each of the functional risk categories. In order 
to explore the level of control within the e- 
fashion shopping experience, the data will 
firstly reflect the consumers’ personal 
experience of each of these risks after which 
the level of control will be examined within 
these experiences. Therefore, the following 
findings reveal the categories extracted from 
the comments of the participants on each of 
the functional risks. 


Visual presentation 

Ha et al. (2007) and Khakimdjanova and Park 
(2005) emphasize the influence visual 
presentation of online apparel has on reducing 
the uncertainty and risk of purchasing apparel 
online due to the lack of physical contact a 
consumer has with the apparel item. In order 
to establish the level of control the participants 
experienced when confronted with the visual 
presentation of the blouse participants were 
asked to evaluate how visually presentable the 
online blouse was. Two criteria based 


categories were identified that indicated 
control over the risk associated with the 
presentation of the blouse. These are firstly the 
realistic presentation (Figure 2) of the apparel 
item online which can be found in comments 
such as (‘the model made it appealing, you can 
see how it will look like on a real person’ or ‘it 
was well presented on a real body as opposed 
to the doll’) by the majority of the participants. 
Recently Ha et al. (2007) found that presenting 
apparel on a mannequin or model presented 
more online information to the shopper that 
would enable the shopper to visualize 
themselves in the garment (Jasper & Quellette, 
1994). 


Secondly stylistic clarity (Figure 2) of the 
online blouse expressed through comments 
such as (‘you could see exactly what you are 
getting’ or ‘I could easily see the style’ or ‘the 
blouse had some details at the top which made 
it interesting”) expressed by many of the 
participants. A category that expressed visual 
limitations (Figure 2) as a lack of control 
expressed by most participants over the online 
experience was indicated through statements 
such as (‘I could see the front, but I don’t 
know how the back looks like, so I was 
limited’). According to Park and Stoel (2002) 
a three dimensional rotating view of an online 
garment may make the apparel product more 
real to shoppers, resulting in online purchases. 
Lee, Kim and Fiore (2010) also found that a 
3D virtual model decreased risk perception 
and increased positive attitude towards the 
online retailer. Both of these studies indicate 
the advantage 3D images might have for future 
apparel e-shopping. Kim and Forsythe (2008, 
2009) used the three sensory enabling 
technologies available, (2D larger view and 
alternative views, 3D rotation views, and 
simulated virtual try-on situation) but found 
that, although the interviewees considered 
virtual try-on to be fun, it did not provide them 
with sufficient information as it did not 
provide an accurate representation of how they 
would look in a particular garment. With these 
earlier virtual try-on situations, a customer had 
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to take her own measurements and then select, 
from a predetermined set of measurements, 
those nearest to her own. In order for virtual 
try-on to be really successful, a 3D body scan 
needs to be done (Cornell University, 2010). 


Product evaluation 

To explore further the control participants 
have when confronted with the functional risk 
of product evaluation of an online apparel 
item, it was necessary to determine the 
following: how product quality was assessed, 
what their experience of the try-on limitation 
and lack of sensory evaluation through means 
of touch, feel or handling of the apparel item 
online, was. From the explanations the 
majority of participants gave a consumer- 
based perspective of how online apparel 
quality was determined (Fiore & Damhorst, 
1992) and could be inductively determined. 
Three categories were identified that suggest 
different control strategies used with which to 
determine quality. These control strategies are 
the ability to assess product information 
(Figure 2) which is reflected in comments such 
as (‘the information given tells exactly what it 
is made of or ‘the description explains the 
type of material used). Lim and Dubinsky 
(2004) found that product information was one 
of the key aspects consumers used to evaluate 
online merchandise. To this effect, Cho, 
Fjermestad and Hiltz (2003) and Park and 
Stoel (2002) agree that online stores which sell 
sensory products such as apparel should 
deliver clearer information on the product 
which is more effective in satisfying the 
shoppers needs (Jang & Burs, 2004). 
According to Khakimdjanova and Park (2005), 
by limiting online apparel information product 
uncertainty may increase subsequently fueling 
the perceived risks associated with e-fashion 
shopping. 


Secondly, brand familiarity (Figure 2) was 
used to determine apparel quality as mentioned 
in several of participants’ quotes such as 
(‘Macys has a reputation for quality’ or ‘the 
store has a reputation for quality’). Harridge- 


March (2006) and Jasper and Quellette (1994) 
agree that if online shoppers have sufficient 
trust in an organisation or its products or 
brand, it may outweigh the online risk they 
perceive and positively influence the intention 
to purchase from the web site (Park & Stoel, 
2005). However, Siddiqui et al. (2003) found 
that the one area fashion e-retailers were not 
succeeding in was to use the online 
environment to add value to their fashion 
brand. 


Another control strategy used by the majority 
of participants was the aesthetic evaluation 
(Figure 2) of the appearance of the online 
product, apparent through comments such as 
(‘I liked the way it looked and presented’ or ‘it 
looked good on the model’). Although not an 
e-shopping apparel study, Fiore and Damhorst 
(1992) found that aesthetic cues was one of the 
perceived quality indicators consumers used to 
determine apparel quality. However, some 
participants were unable to apply the control 
strategies to determine apparel quality. These 
participants experienced apparel quality 
assessment limitations (Figure 2) based on the 
inadequateness of the online system to support 
the required features with which to assess 
apparel quality. This was indicated by 
comments such as (‘it is difficult to see the 
quality’ or ‘I can’t determine the quality of the 
blouse’ or ‘you are buying blind’). These 
findings concur with the findings of Jacobs 
and De Klerk (2007) who found that 
participants perceived the lack of physical 
evaluation to assess apparel quality as one of 
the negative aspects of e-fashion shopping. 

Although it has been established that the 
inability to try-on apparel items bought online 
are a functional risk to consumers (Jacobs & 
De Klerk, 2007), the extent to which the e- 
shopper could control this experience was 
explored. In this instance the findings revealed 
that there were e-shoppers who could control 
the inability to try apparel on when shopping 
online and a group of e-shoppers who could 
not. For shoppers who could control this 
inability, their control was reliant on a 
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category of shopper confidence (Figure 2). 
This confidence was found in their personal 
knowledge of stylistic features that suited their 
body type, on which they relied. This made 
them less concerned with the fact that they 
could not try-on the online product as reflected 
in such comments as (‘if you know the cut that 
suits you then you can buy online’ or ‘if you 
know your style, no need to fit”). Park et al. 
(2009) found that the large body types were 
likely to have unsatisfactory experiences with 
ready-to-wear apparel items whereas the slim 
body types have fewer problems with ready- 
to-wear apparel. This is especially important in 
terms of e-fashion shopping where it is not 
possible to determine the fit of the apparel 
item. 


The shoppers who could not control the 
inability to try-on apparel online, their 
comments indicated that the uncontrollable 
experience lead to a category in the data of 
shopper doubt. The category of shopper doubt 
(Figure 2) was mainly caused by frustration 
(‘it’s frustrating not being 100% sure of the 
purchase’) hesitation (‘I am hesitant ...not sure 
if it will look the same as the model’ or ‘it is a 
bit scary that it might not fit’) and concern to 
purchase (‘there is a concern for wasting 
money’) as indicated in these comments. The 
level of control participants could exhibit 
within the functional risk of being unable to 
touch, feel or handle the online blouse was 
also explored. Findings suggest that some 
consumers could also control this inability to 
explore apparel through means of sensory 
evaluation, and other consumers could not 
control this risk. Consumers who could control 
this experience made use of informative 
visuals (Figure 2) to alleviate their doubts of 
what the apparel product would feel like as 
depicted in these quotes; (‘I feel confident 
because of the information that it is cotton, I 
know how cotton feels like’). Consumers who 
could not control the lack of sensory 
evaluation had explicit purchasing doubts 
(Figure 2) due to the fact that they could not 
touch, feel or handle the online blouse as 


expressed through these comments: (‘I feel 
hesitant, it will keep me off buying’ or ‘I could 
only imagine ... I’m not sure if it is genuine’). 
These findings concur with the findings of 
Jacobs and De Klerk (2007) who found that 
some participants felt the risk of buying online 
to be greater and would rather buy in-store 
where they have the opportunity to do a 
thorough sensory evaluation. However, 
Workman (2010) found that some online 
retailers allowed consumers to request fabric 
swatches, which address the lack of sensory 
interaction with the apparel item, thereby 
increasing shopper confidence in purchasing 
apparel online. The inclusion of sensory- 
oriented product information would thus be a 
wise addition to websites of apparel retailers 
(Park & Stoel, 2002). 


Return and exchange policies 

In exploring the control consumers had over 
the return and exchange policies offered by the 
online fashion website, the findings reflect that 
e-shoppers found different ways to control this 
risk which was related to being responsible 
consumers in which case the consumer took 
responsibility for their actions. For some 
consumers it was important to examine the 
return and exchange policy thereby knowing 
exactly what it stated on the site thus creating 
a category of accountability (Figure 2) as 
found in these comments (‘so that when it 
arrives and I absolutely hate it, I must be able 
to return’ or ‘I need to know if I can return 
because I did not try it on or touch it’). These 
findings agree with Jacobs and De Klerk 
(2007), who found that participants were 
worried because they did not try-on the item 
before buying, that they would not be able to 
exchange if it did not fit. Ko et al. (2007) also 
found that over 70% of participants appeared 
to worry that they would not be able to 
exchange apparel products purchased online. 
On the other hand another group of consumers 
did not think it important to examine the return 
and exchange policy as this was not something 
they did even when shopping in-store, creating 
a category of untroubledness (Figure 2) found 
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in these comments (‘I usually do not return 
what I buy, so I didn’t bother especially when 
it is from abroad’ or ‘it never crossed my 
mind’ or ‘I just assumed that major shops 
normally have return policies’). 


Findings related to the theory of 
planned behavior 


Objective three of the study was to propose a 
framework that explains the findings in terms 
of the Theory of Planned Behaviour that is 
depicted in Figure 2 as follows. The findings 
suggest that the rational and emotional 
experiences of the consumer are particular of 
both positive and negative attitudinal 
indicators which may influence the intention to 
shop online. Although the findings suggest a 
distinction between rational and emotional 
elements of attitudes, Ha and Stoel (2004) 
found that attitude towards e-shopping in 
general did significantly influence the 
intention to e-shop. More so, Yo, Damhorst, 
Sapp and Laczniak (2003) found that 
consumers with positive attitudes towards e- 
fashion shopping also had greater intention to 
purchase apparel online of which 
Jayawardhena (2004) found that a positive 
attitude also lead to revisiting of online sites. It 
is thus suggested that the positive attitudinal 
indicators will allow the consumer to digress 
towards a more favourable attitude towards 
fashion shopping online and augment the 
chances of returning to e-fashion shopping. 
Whereas, the more negative attitudinal 
indicators would suggest a less favourable 
attitude towards e-fashion shopping with less 
certainty for future e-fashion shopping. 


Where the functional risks of e-fashion 
shopping are concerned a consumer may 
experience both behaviour control and lack of 
behaviour control. The behaviour control 
represents the fact that the consumer perceives 
to have the power to use the available 
information to make responsible decisions 
about the online apparel item. Behavioural 
control represents positive behavioural 


experiences towards the functional risk. 
Whereas, lack of behavioural control, refers to 
the consumer’s perception of not having the 
ability to manipulate information on the site in 
order to make responsible decisions about the 
apparel item. Lack of behavioural control 
rather refers to negative behavioural 
experiences occurring when exposed to the 
various functional risks. According to 
Hernandez-Ortega, Jimenez-Martinez and 
Martin-DeHoyos (2008), the experience of not 
being in control could cause anxiety and stop 
the consumer from purchasing products online. 
It is suggested that the presence of both or any 
of the control indicators may influence the 
intent to e-fashion shop online in future. The 
framework suggests where behavioural control 
is experienced the intention to shop online is 
greater than where the more negatively 
inclined lack of behavioural control is 
experienced. 


Due to the interrelatedness of the attitudinal 
and perceived behavior control elements of the 
Theory of Planned Behaviour it is proposed 
that these elements should not be interpreted 
as independent factors but rather as 
interdependent and reliant upon the influence 
of each other. It is anticipated that no single 
factor will be able to give a clear indication of 
the intended behaviour of the consumer. 
Rather, the interdependency of these factors 
will have an influence on the behavioral 
intention of the consumer to shop online in 
future or not. 


However, the study is limited by its qualitative 
exploratory nature that reflects the views of a 
restricted number of South African 
participants. Furthermore, only one specific 
fashion website was used that did not allow for 
comparison of online experiences across 
different fashion websites. This would have 
helped to identify consistent behavioural 
control within dissimilar functional risk 
situations. The fact that the study was limited 
to a specific and homogenous group of 
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participants may also have influenced the way 
in which behavioural control was experienced. 


CONCLUSION 


The aim of the study was to develop a 
conceptual framework of e-shopping intent by 
exploring attitudinal (rational and emotional) 
and perceived behavioural control elemnts 
(functional risks) when e-fashion shopping for 
the first time. The findings suggest that the 
emotional and rational elements of the 
consumer’s attitude are particular of both 
positive (hedonic, convenience and online 
variety) and negative (disconcertedness, 
isolation, functional constraints and personal 
constraints) indicators that will influence the 
intention to shop online. It is suggested that 
the shopper might experience both positive 
and negative indicators while  e-fashion 
shopping and that one of these indicators 
might outweigh the other resulting in the 
motivation to shop online or not. Therefore, in 
order for e-fashion shopping to be persuasive, 
retailers online must try to minimise perceived 
risks so as to appeal to the first time e-fashion 
shoppers rationally and emotionally. 


Similarly within the perceived behavioural 
control element of the TPB, a differentiation 
could be made between the extent to which the 
consumer has control or a lack of control over 
the functional risks experienced while e- 
fashion shopping. It is suggested that these 
control indicators will have a negative or 
positive influence on behaviour intent. These 
findings have brought to light the fact that 
consumers do have some control over the 
functional risks that have been reported as 
major barriers in e-fashion shopping. The level 
of control is also subject to the extent to which 
the e-retailer manages to address the 
consumers’ needs such as providing enough 
visual and text based information about the 
product. 


The findings are pointing towards a need for a 
better educated South African e-fashion 


consumer who is able to distinguish between 
different online textiles, styles, brands and 
product quality. Therefore, the success of 
future e-fashion shopping will be dependent on 
the level of expertise the consumer has. 
Furthermore, the success will be supported by 
other online features e-fashion shopping 
websites in South Africa require such as 
detailed descriptions, back views, 3D rotating 
visuals and more interactive graphics. 


By implementing more user friendly online 
features the risks in e-fashion shopping will be 
greatly reduced as the emerging South African 
consumer engages in the online experience. 
The study has limited the focus on the 
attitudinal and perceived behavioural control 
elements of the TPB. The study has identified 
the functional risks e-shoppers have control 
over when e-fashion shopping such as realistic 
presentation, stylistic clarity, brand familiarity 
and those they do not have control over such 
as visual limitation, quality assessment 
limitation. This knowledge can be used to 
assist in the development of the online offering 
to e-fashion shopper. The fact that the efficacy 
of subjective norms was not determined may 
have compromised an understanding of the 
effect subjective norms have on the emotional 
and rational attitudes emerging from the study. 
Therefore, the interpretation of both attitudinal 
and perceived behavioural control elements 
should be cautioned as the absence of the 
subjective norms should be considered when 
reflecting on the attitudinal element of the 
TPB. 


Further research is required in the consumers’ 
experience of the influence of subjective 
norms on the intention to e-fashion shop to 
understand fully the way planned behaviour 
evolves. Although the study was exploratory 
in design the findings have indicated the 
possibility of expanding the study to an 
international e-fashion shopping audience 
where comparative analysis could be 
performed. It would be imperative to 
determine differences between consumers’ 
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intention to shop online from Africa and the 
broader European, American and Asian 
context as the consumer might not behave 
similarly to functional risks as the South 
African consumers. However, future online 
research needs to consider the influence the 
presence of the researcher may have when 
participants are required to access a website as 
such presence may have influenced the 
outcome of this study. 
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ABSTRACT 


: South African short-term insurers operate in a highly competitive market but do_ not: 
: successfully differentiate themselves from competitors. One way differentiation can be: 
: achieved, is to adopt a customer-focused approach where short-term insurers engage in: 
: CRM initiatives such as providing quality services and relational benefits to satisfy customer: 
: needs and subsequently retain customers over the long term. This study investigates the: 
: effect of service quality and relational benefits on customer satisfaction, as well as the effect: 
: of customer satisfaction on behavioural intentions in the short-term insurance industry. A: 
: quantitative, descriptive research design was followed and convenience sampling was used: 
: to select respondents. Data was collected by means of self-administered surveys from short-: 
: term insurance customers in Gauteng, South Africa. The results of the structural equation: 
- model indicate that service quality and relational benefits have a significant effect on: 
: customer satisfaction, which in turn has a significant effect on customers’ behavioural: 
: intentions. The paper also offers several managerial implications. 


Behavioural intention, customer satisfaction, relational benefits, service 
quality, short-term insurance 


Keywords: 


Having short-term insurance is a_ legal same market. As a result, the short-term 


requirement for many South African insurance industry is permeated with non- 


consumers Owning a financed asset such as a 
house or car (MarketLine, 2013: 12), resulting 
in a large and receptive market for short-term 
insurance products. The short-term insurance 
industry contributed more than R82 billion to 
the South African GDP in 2012 (SATA, 2012: 

23) and consists of 108 individual insurers 
(FSB, 2012: 41), each providing similar 
coverage at similar prices to more or less the 


distinguishable competitors, offering mostly 
standardised insurance products, leaving 
customers indecisive and ultimately disloyal 
(Breckenridge, Farquharson & Hendon, 2014: 
52). Short-term insurers who wish _ to 
differentiate themselves from their competitors 
have to consider embracing a_customer- 
focused approach when dealing with their 
customers (Egan, 2011: 8). If short-term 
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insurers are to succeed, they need to develop 
an accurate understanding of customers’ 
perceptions regarding the service offering, 
including customers’ existing relationship with 
the insurer, levels of satisfaction with the 
insurer, and the behavioural intentions towards 
the insurer (Rust & Huang, 2014: 23). The 

2013 South African Insurance Industry Survey 
supports this view by noting that some of the 
world’s most successful short-term insurers 
have adopted a customer-centred approach by 
placing their customers at the heart of all of 
their activities and decisions (KPMG, 2013: 

23). 


Therefore, instead of simply focusing on their 
non-unique products, affordable prices, or 
catchy advertisements, insurers should focus 
on their customers, making them happy, 
providing in their every (insurance-related) 
desire, and building strong and healthy (i.e. 
long-term and profitable) relationships with 
them. This refers to the concept of customer 
relationship management (CRM), which 
according to Venkatesan, Kumar and Reinartz 
(2012: 311), can best be described as the 
“customer-centred business approach, focused 
on creating and maintaining profitable, long- 
term customer relationships which in the end 
awards the business with increase market 
share, value and profit”. 


In the service industry, the CRM construct, its 
antecedents and outcomes have been well- 
researched (Kaura & Datta, 2012; Venkatesan 
et al., 2012; Vivek, Beatty & Morgan, 2012). 
Emphasis has been placed on the related 
advantages of a CRM approach, with the 
ultimate goal of being a mutually beneficial 
relationship. Several researchers elaborated on 
the idea of building a long-term and profitable 
relationship — satisfying both business and 
customer — as well as the antecedents that 
might ensure this behavioural outcome 
(Hennig-Thurau, Gwinner & Gremler, 2010; 
Ledden, Kalafatis & Mathioudakis, 2011; Yen, 
Liu, Chen & Lee, 2014). 


According to Rust and Huang (2014: 18), the 
customer needs to be satisfied with the quality 
of the service in order to obtain positive 
behavioural outcomes, such as loyalty or 
positive word-of-mouth communications. 
Hennig-Thurau, Gwinner and Gremler (2002) 
add that the business should, apart from the 
core service offering, also provide customers 
with additional relational benefits to motivate 


them to remain within the relationship. 


The purpose of the study is to determine the 
interrelationship between short-term insurance 
customers’ perceptions of service quality, 
relational benefits, customer satisfaction and 
behavioural intentions. 


LITERATURE REVIEW 


The literature review provides an overview of 
the related constructs of this study, namely 
service quality, relational benefits, customer 
satisfaction and behavioural intentions. It also 
uncovers the hypothesised interrelationships 
between these constructs and presents the 
theoretical model for the study. 


Service quality 


Parasuraman and Zeithaml (2002: 340) 
describe service quality as the result of a 
comparison between what is expected from a 
business, and the way in which the business 
actually performs. In other words, to determine 
customers’ evaluation of service quality, 
Wilson, Zeithaml, Bitner and Gremler (2012: 

66) explain that customers’ initial expectations 
of the service should be compared with their 
perceptions of the service received from the 
business. If the perceived performance ratings 
are lower than the initial expectations, it would 
indicate poor quality service (Parasuraman, 
Zeithaml & Berry, 1988: 31). Based on this 
conceptualisation, Parasuraman et al. (1988: 

15) emphasised that service quality essentially 
involves perceived quality — in other words, 
how the quality of the service is experienced. 
Palmer (2011: 262) further elaborates on the 
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topic of service quality by highlighting that 
perceived service quality is whatever the 
customer perceives it to be. The level of 
conformance of a business’ service quality to a 
certain set of standards should thus be guided 
by the customer’s point of view, and not in 
terms of how management sees it (Lovelock & 
Wirtz, 2011: 420). 


It is evident from existing research (Chen & 
Hu, 2013: 1092; Ledden er al., 2011: 1254; 
Parasuraman & Zeithaml, 2002: 350) that in 
the process during which customers form their 
perceptions of a business’ quality offering, 
they evaluate certain aspects of the service, 
thus emphasising the multidimensional nature 
of the service quality construct. Parasuraman 
et al. (1988: 23, 38) uncovered the following 
five dimensions to evaluate service quality 
expectations and perceptions: 

e Assurance: Signifying the knowledge and 
courtesy of employees and their ability to 
inspire trust and confidence’ with 
customers. 

e Empathy: Refers to the caring, 
individualised attention the business 
provides its customers. Thus implying that 
the business understands its customers and 
is willing to act in their best interest. 

e Reliability: Includes the business’ ability 
to perform a promised service dependably 
and accurately. Thus implying that the 
business delivers on its promises by 
providing its customers with accurate, 
timely and error-free service the first time. 

e Responsiveness: Refers to employees’ 
willingness to assist customers and to 
deliver prompt service. This is achieved by 
attending to customers in a_ timeous 
manner, reducing their waiting times and 
responding to their questions, requests, 
complaints and problems. 

e Tangibles: Include the appearance of 
physical facilities, | equipment and 
materials used by a business, as well as the 
appearance of employees in direct contact 
with customers. The ‘tangibles’ dimension 


was, however, omitted from the research 
instrument used in this study, since policy 
holders generally do not physically visit 
their short-term insurers, so that this 
construct is not relevant to this specific 
study. 


According to Palmer (2011: 46), the core 
benefit that can be obtained from an insurance 
product is ‘peace of mind’. Short-term 
insurance is, thus, regarded as a truly service- 
based offering, since the service offering is 
essentially the only aspect that short-term 
insurers can use to satisfy customers. In their 
research, Gayathri, Vinaya and Lakshmisha 
(2005: 13) propounded that assurance and 
empathy are the most important service quality 
dimensions for short-term insurers, since 
agents or brokers are relied upon to build a 
trusting relationship with customers with a 
view to establish confidence and security with 
customers, to ensure their commitment to the 
relationship (Ledden et al., 2011: 1247). 


Relational benefits 


Gwinner, Gremler and Bitner (1998) and 
Hennig-Thurau et al. (2002) introduced 
relational benefits as part of service 
perceptions — reasoning that the benefits that 
customers experience from their relationship 
with the business also influence _ their 
satisfaction with that business. Therefore, 
despite the benefits that customers receive in 
the form of quality services (from the core 
service offering), they are also likely to receive 
benefits derived simply from them being in a 
relationship with a business (Gil-Saura & 
Ruiz-Molina, 2011: 1120). These additional 
benefits that customers receive above and 
beyond the core service performance, are 
referred to as relational benefits (Hennig- 
Thurau et al., 2010: 379), and are the result of 
having been in a long-term relationship with a 
business. 

As a result, Vivek et al. (2012: 131) emphasise 
the significance of relationships, noting that 
businesses should see the development and 
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maintenance of lasting relationships with their 

customers as crucial to the success and 

profitability of their business. Since the 
primary focus of CRM is the customer- 

business relationship (Rust & Huang, 2014: 

140), it is clear that customers should receive 

some form of benefit from this relationship in 

order to remain loyal to a business. These 
relationships should, however, not only benefit 
the business, but also the customer (Hennig- 

Thurau et al., 2002). By engaging with 

businesses in a relationship, customers are 

more likely to be satisfied with the service 
obtained, which means that other alternatives 
may tend to appear less attractive, thus 
ensuring a certain degree of commitment (Gil- 

Saura & Ruiz-Molina, 2011: 1120). Based on 

the research of Gwinner et al. (1998), the 

benefits that customers derive from a 

relationship with a business can be grouped 

into the following three categories (Hennig- 

Thurau et al., 2010: 375-376; Lee et al., 2014: 

231; Yen et al., 2014: 17): 

e Confidence benefits: Refer to a 
combination of psychological benefits 
relating to customers’ feelings of security, 
comfort and _ trustworthiness in the 
business. These benefits are often regarded 
as one of the most important relational 
benefits and also the most influential 
determinants of customer satisfaction. 

e Social benefits: Relate to the emotional 
part of the relationship and _ are 
characterised by the personal recognition 
of customers by employees. 

e Special treatment benefits: Include 
economic benefits offered in the form of 
price or time discounts, as well as 
customisation benefits offered in the form 
of individualised services. Customers 
perceive special treatment benefits as the 
least important of benefits. 


Customer satisfaction 


Oliver (2010: 8) defines customer satisfaction 
as the comparison between customers’ 


expectations and perceptions of a business’ 
offering. Thus, if the business’ performance 
falls short of the customer’s expectations, the 
customer will be dissatisfied, and if the 
performance exceeds the customer’s 
expectations, the customer will be highly 
satisfied or delighted (Rust & Huang, 2014: 
17). Kaura and Datta (2012: 44) further note 
that, next to price, service quality is often 
considered one of the most significant 
determinants of customer satisfaction. The 
importance of satisfied customers is also 
expressed by Martin, O’Neill, Hubbard and 
Palmer (2008: 224), as “the reason for a 
business’ existence”. Since, without 
customers, a business will have no reason to 
exist, but without satisfied customers, 
businesses will have difficulty maintaining 


their existence. 


According to Machado and Diggines (2012: 
150) and Oliver (2010: 5), several benefits are 
generally associated with establishing and 
improving satisfaction levels, including 
customer loyalty and _ repeat business, 
decreasing price sensitivity, positive word-of- 
mouth communications, reduced costs, 
enhanced reputation, and protection against 
price competition. 


Behavioural intentions 


According to Wilson eft al. (2012: 426), 
behavioural intentions can be described as 
indicators of customers’ willingness to keep a 
sustainable relationship with the business. 
However, without the ability to exceed 
customers’ basic expectations, the probability 
of maintaining a relationship with them is 
limited (Kurtz 2014: 192). Hennig-Thurau et 
al. (2002: 237) as well as Parasuraman and 
Zeithaml (2002: 340) argued that customers’ 
behavioural intentions can be determined by 
measures such as repurchase intentions, word- 
of-mouth, loyalty, complaining behaviour, and 
price sensitivity. Customer loyalty and positive 
word-of-mouth communication have been 
identified from literature (Ledden et al., 2011: 
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1245; Lee et al., 2014: 242) as two key 
outcomes of satisfaction. 


Jones and Taylor (2012: 63) describe loyalty 
as the commitment of customers to re-buy a 
preferred product or service from the same 
business in future, despite any situational 
influences and marketing efforts which could 
potentially change their buying behaviour. 
Word-of-mouth, on the other hand, refers to 
the informal communications between a 
customer and others concerning the evaluation 
of goods or services (Wilson et al., 2012: 66). 
Word-of-mouth communication is regarded as 
one of the most powerful forces in influencing 
buying decisions, since potential customers 
view these personal communications as a more 
reliable source than non-personal information 
(Podnar & Javernik, 2012: 146). 


To ensure the development of lasting 
relationships, the business should attempt to 
continuously exceed customers’ _ basic 
expectations. According to De Matos, Vieira 
and Veiga (2012: 2207), customers will be 
more inclined and positive to remain in a 
customer-business relationship if they are 
satisfied with the service experience. A 
number of benefits are associated with 
retaining loyal customers, such as decreases in 
sales and marketing costs, lower transaction 
costs, increases in sales due to positive word- 
of-mouth, increases in the number of 
repurchases, and increases in the value of 
purchases (Egan, 2011: 134; Lovelock & 
Wirtz, 2011: 346). 


SOUTH AFRICAN SHORT-TERM 
INSURANCE INDUSTRY 


Short-term insurers include those insurers that 
provide customers with immediate coverage 
against low probability losses, damages or 
liabilities, and include the insurance of 
household contents, vehicles, properties as 
well as personal insurance (Breckenridge et 
al., 2014: 51). Short-term insurers are further 





categorised as either direct or indirect. Direct 
short-term insurers interact directly with 
customers, thereby dispensing with 
intermediaries, whereas indirect short-term 
insurers make use of intermediaries (generally 
referred to as brokers) when interacting with 
customers (KPMG, 2013: 8) and act on the 


customer’s behalf (MarketLine, 2013: 13). 


The overall growth of the short-term insurance 
industry (calculated in terms of gross written 
premiums) has been under pressure, as it was 
only able to record an increase of 6.9% in 

2012 — compared to the 7.9% increase of 2011 
(KPMG, 2013: 75). Despite this downturn in 

2012, the South African short-term insurance 
industry still contributed R82 billion to the 
South African GDP (MarketLine, 2013: 8). 


As indicated in Figure 1, several insurers are 
competing for a share in the South African 
short-term insurance industry. Of these various 
short-term insurers, Santam and Mutual & 
Federal have been dominating the South 
African short-term insurance industry since 
2001, with Santam still leading in 2013 with a 
23.1% share of the market’s value. Mutual & 
Federal follows with a 10.5% share of the 
market’s value (KPMG, 2013: 77). 


FIGURE 1 
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Despite the prevailing presence of Santam and 
Mutual & Federal, they have been exposed to 
considerable changes in the marketplace as 
well as a deluge of competitors. According to 
PwC (2012: 23), some of the most substantial 
challenges of 2012 included the changing 
nature of consumerism, new rivals entering the 
market, and increasing price competitions. A 
report by MarketLine (2013: 12) adds that 
customer loyalty in the short-term insurance 
industry has been declining, since customers 
are generally well-informed, thus enabling 
them to shop around for the best overall cover 
at the most affordable premium. 


HYPOTHESES DEVELOPMENT 


This section discusses the interrelationships 
between the constructs of this study, from 
which the hypotheses are accordingly 
developed. 


Service quality and customer 
satisfaction 


Kaura and Datta (2012: 44) and Ledden et al. 
(2011: 1247) have found that customer- 
perceived service factors (such as_ service 
quality) have a direct impact on customers’ 
levels of satisfaction. In other words, if the 
business’ service quality is inadequate, 
customers will most likely be dissatisfied, 
resulting in the business losing potentially 
valuable = customers. | Consequently, the 
business could also lose revenues as well as its 
competitive advantage in the marketplace 
(Oliver, 2010: 181). Based upon _ this 
discussion, the following hypothesis is 
formulated for the study: 


H1: Service quality has a significant and 
positive effect on customer satisfaction 
in the South African — short-term 
insurance industry. 


Relational benefits and customer 
satisfaction 


Hennig-Thurau et al. (2002: 235) found that 
relational benefits not only influence the 
customer and his/her perceptions of the 
service, but also affect their satisfaction levels. 
The research of Chen and Hu (2013: 1089) and 
Yen et al. (2014: 13) has found that social 
benefits are indeed positively related to 
customers’ satisfaction with and commitment 
to the relationship. Hennig-Thurau ef al. 
(2010: 379) add that, as a business increases 
the number and level of special treatment 
benefits, emotional barriers to switching will 
increase, thus implying that the special 
treatment of customers results in customer 
satisfaction. According to Lee et al. (2014: 
244), confidence benefits are commonly 
regarded as the relational benefit with the most 
important effect on customers’ satisfaction 
levels, which is also supported by the findings 
of Hennig-Thurau et al. (2010: 377), which 
indicate that confidence benefits have a 
positive effect on customer satisfaction. The 
following hypothesis is consequently 
formulated for the study: 


H2: Relational benefits have a_ significant 
and positive effect on customer 
satisfaction in the South African short- 
term insurance industry. 


Customer satisfaction and behavioural 
intentions 


An important contribution to customer 
satisfaction literature is the finding that 
customer satisfaction is a significant and 
important predictor of customers’ behavioural 
intentions (Oliver, 2010: 372-373). In other 
words, if customers are satisfied with the level 
of service quality and the benefits received 
from their relationship with the business, they 
are likely to become loyal to the business or at 
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least communicate positively about their 
encounters (Kurtz, 2014: 192). It is, however, 
important to keep in mind that satisfied 
customers do not necessarily mean loyal 
customers. Loyal customers, on the other 
hand, are almost always satisfied (Jones & 
Taylor, 2012: 63). The correlation between 
customer Satisfaction and _ behavioural 
intentions coincide with the benefits related to 
having highly satisfied customers, which 
include among others positive word-of-mouth 
communications, increased spending and 


repurchasing (Rust & Huang, 2014: 186). 


According to Martin et al. (2008: 223), 
customer satisfaction generally serves as a 
moderator between 


benefits and behavioural intentions, therefore 


customer-perceived 


implying that customers should first be 
satisfied with the level of service quality and 
relational benefits before they will become 
loyal to the business. Based upon this 
discussion, the following hypothesis is 
formulated for the study: 


H3: Customer satisfaction has a significant 
and positive effect on behavioural 
intention in the South African  short- 
term insurance industry. 


Based upon the hypotheses listed, the 
following theoretical model is proposed for the 
study. 


PROBLEM STATEMENT AND 
OBJECTIVES 


South African short-term insurers are 
confronted with many rivals who continuously 
enter the market, resulting in a_ highly 
competitive environment (PwC, 2012: 14). 
Since insurance products are often fairly 
standardised, short-term insurers need to find a 
way to distinguish themselves from 
competitors -— therefore considering the 
adoption of a customer-focused approach and 
incorporating a CRM strategy (Egan, 2011: 8). 
South African short-term insurers therefore 
need to gain insights into customers’ 
perceptions of the service offering, including 
customers’ existing relationship with the 
insurer, levels of satisfaction with the insurer, 
and the behavioural intentions towards the 


insurer. 


Existing research regarding the South African 
short-term insurance industry’s customer base, 
their perceptions, expectations, and 
relationships with their insurer are currently 
limited. From the literature review it is evident 
that several interrelationships between the 
constructs of the study are evident and 
therefore the reason for conducting this 
research is to determine the interrelationship 
between short-term insurance customers’ 
perceived service quality, relational benefits, 
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satisfaction and behavioural intentions. 
Therefore, to address the problem under 
investigation, the following objectives are 
formulated for the study: 


e Investigate the service quality perceptions 
of short-term insurance customers. 

e Evaluate the relational benefits received 
by short-term insurance customers. 

e Measure the satisfaction levels of short- 
term insurance customers. 

e Determine the behavioural intentions of 
short-term insurance customers towards 
short-term insurers. 

e Determine the interrelationships between 
service quality and relational benefits in 
leading to customer satisfaction and 
ultimately to behavioural intention. 


RESEARCH METHODOLOGY 


A quantitative descriptive research design was 
followed and the research design was 
furthermore cross-sectional in nature, 
therefore, surveying respondents once at a 
particular point in time. The target population 
for the study included residents of the Gauteng 
Province of South Africa who had short-term 
insurance at the time the survey was 
conducted. 


Non-probability convenience sampling was 
used, since a sampling frame was not 
available. Respondents were therefore 
approached to participate in the study on the 
basis of convenience and/or availability. The 
initial sample included 907 _ respondents, 
however, due to a number of response errors, a 


total of 891 useable responses were realised. 


Data was collected by means of a self- 
administered questionnaire. The questionnaire 
consisted of several sections, commencing 
with a preamble explaining the purpose of the 
study, rights of respondents, completion 
instructions, as well as a screening question to 


ensure that respondents had _— short-term 
insurance at the time of the survey. The 
subsequent sections included _ structured 
questions designed to obtain (1) general 
insurance information of respondents, (2) 
determine respondents’ service quality 
perceptions of short-term insurers, (3) 
determine respondents’ perceptions of 
relational benefits, customer satisfaction, as 
well as their behavioural intentions towards 
short-term insurers, and (4) demographic 
information of respondents. Each of the items 
included in the scales measuring the key 
constructs of the study (service quality, 
relational benefits, customer satisfaction and 
behavioural intentions) was measured on a ten- 
point unlabelled Likert-type scale, with 1 
representing ‘strongly disagree’ and 10 
“strongly agree’. 


Trained fieldworkers (students enrolled for a 
module in marketing research as part of their 
degree) were assigned to collect the data from 
respondents. Fieldworkers had to approach 
prospective respondents and, based on _ the 
screening question, ensure the prospective 
respondent met the criteria for partaking in the 
study, and then asked them to complete the 
questionnaire. Upon completion of the 
fieldwork, the questionnaires were returned to 
the researchers, who checked the quality and 
completeness of the questionnaires and 
prepared them for analysis. 


The SPSS statistical package was used to 
capture, edit, clean and analyse the data. The 
data analysis process included: (1) the 
calculation of frequencies and percentages for 
variables used to describe the demographic 
profile of respondents, as well as their short- 
term insurance patronage habits, (2) 
determining the reliability and validity of the 
scales measuring the service quality, relational 
benefits, customer satisfaction and behavioural 
intentions constructs, (3) calculating the 
standard deviations (SD) and means of items 
used to measure the service quality 
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TABLE 1 


Demographic profile of respondents 

















Variable n % 
Gender 
Male 419 47.0 
Female 472 53.0 
Age 
Younger than 20 27 3.0 
20 to 30 364 41.1 
31 to 40 221 25.0 
41 to 50 172 19.4 
51 to 60 89 10.0 
61 and older 13 1.5 
Highest level of education 
No schooling 6 0.7 
Primary school 2 0.2 
High school 205 23.1 
Diploma 244 27.4 
University degree 312 35.1 
Post-graduate degree 120 13.5 
Gross monthly income 
Less than R5 000 73 8.3 
R5 000 to R10 000 163 18.6 
R10 001 to R15 000 207 23.7 
R15 001 to R20 000 144 16.5 
R20 001 to R25 000 109 12.5 
R25 001 to R30 000 65 7.4 
More than R30 000 114 13.0 
Home language 
Afrikaans 116 13.2 
English 387 441 
Nguni (isiZulu, isiXhosa, 
ai isiNdebele) i> es 
Sotho (Sepedi, Sesotho, 175 19.9 
Setswana) 
Tsivenda/Xitsonga 31 3.5 
Total monthly insurance 
premium 
Less than R500 161 18.2 
R500 to R1 000 310 35.1 
R1 001 to R1 500 174 19.7 
R1 501 to R2 000 101 11.4 
R2 001 to R2 500 52 5.9 
R2 501 to R3 000 36 4.0 
More than R3 000 50 5.7 


dimensions, relational benefits dimensions, the 
customer satisfaction construct, and_ the 
behavioural intentions construct, and (4) 
performing structural equation modelling, with 
the aid of AMOS, to determine the 
interrelationships among the variables. 


RESULTS 
Demographic profile of respondents 


Table 1 provides insights into the demographic 
profile of the respondents who took part in this 
study. 


It can be seen from Table 1 that the 
respondents are fairly equally represented with 
regard to gender, with 53% female and 47% 
male respondents. The majority of respondents 
(41.1%) are 20 to 30 years old, and 44.1% of 
the respondents speak English. Most 
respondents have a university degree (35.1%), 
and 27.4% have a tertiary diploma. About a 
quarter of the respondents earn a_ gross 
monthly income of between R10 001 and R15 
000 (23.7%), with nearly half of the 
respondents earning more than R15 001 per 
month (49.4%). Almost half of the respondents 
(46.7%) spend more than R1 000 per month on 
insurance premiums. 


Insurance patronage habits of 
respondents 


Table 2 provides an exposition of the 
insurance patronage habits of respondents. 


It is evident from Table 2 that the largest 
group of respondents are insured with 
OUTsurance (17.8%), followed by ABSA 
(10.2%), and Mutual & Federal (9.3%). The 
majority of respondents (70.7%) have vehicle 
insurance, while 38.8% have household 
content insurance, and 32.1% have home 
owner’s insurance. Finally, it was found that 
62.8% of the respondents have been with their 
respective insurers for a period of 1 to 5 years. 
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TABLE 2 
Insurance patronage habits 





Variables n % 
Insurer 
1st for Women Insurance 76 8.5 
ABSA 91 10.2 
Hollard 71 8.0 
Mutual & Federal 83 9.3 
OUTsurance 159 17.8 


Other (including Alexander 

Forbes, Auto & General, 

Budget, Centriq, Dial Direct, 411 8.8 
MiWay, Nedgroup, New 

National, Santam) 


Type of short-term insurance 











Household contents insurance 344 38.8 

House owner's insurance 285 32.1 

Vehicle insurance 628 70.7 

Other 33 3.7 
Duration with insurer 

Less than 1 year 144 16.2 


Between 1 and up to 3 years 341 38.3 
Between 3 and up to 5 years 218 24.5 
Between 5 and up to 10 years 107 12.0 
10 years or more 81 9.0 


Validity 


All items were either adopted or adapted from 
existing scales measuring service quality 
(Parasuraman et al., 1988), relational benefits 
(Gwinner et al., 1998), customer satisfaction 
(De Wulf, Odekerken-Schroder & Iacobucci, 
2001; Evans, Kleine, Landry & Crosby, 2000; 
Mano & Oliver, 1993), and _ behavioural 
intentions (Bruner & Hensel, 2005: 340, 647). 
These authors found the scales valid measures 
of the above mentioned constructs in their 
respective studies. 


In addition, confirmatory factor analyses 
(CFAs) were conducted to confirm the validity 
of these measures in this particular study. The 
results of the CFAs confirm the validity of 
each of the dimensions of service quality, 
relational benefits and behavioural intentions, 
as well as for the customer satisfaction 


construct, since each (dimension or construct) 
could be reduced to one factor explaining 
between 67.92% and 85.97% of the variances. 


Reliability 


Table 3 provides the reliabilities of the four 
main constructs and _ their underlying 
dimensions. According to Pallant (2010: 6), 
Cronbach’s alpha _ coefficients can be 
calculated to determine the reliability of a 
scale measuring a_ particular construct, 
contending that a value of at least 0.70 is 
required to indicate reliability. 


TABLE 3 
Cronbach’s alpha coefficients 


Number Cronbach’s 
Construct of alpha 
items coefficient 


Service quality 














Reliability 5 0.94 
Responsiveness 4 0.91 
Assurance 4 0.93 
Empathy 5 0.90 
Relational benefits 
Confidence benefits 6 0.91 
Social benefits 4 0.92 
Sg 3 0.88 
Customer satisfaction 18 0.97 
Behavioural intentions 
Loyalty 2 0.62 
Word-of-mouth 2 0.79 
Future loyalty 2 0.84 


It is evident from Table 3 that the Cronbach’s 
alpha coefficients for all the dimensions and 
constructs are larger than 0.70, except for the 
loyalty dimension of the — behavioural 
intentions construct. However, Field (2005: 

288) explains _ that 


coefficients depend on the number of items of 


Cronbach’s alpha 


which the factor comprises. Thus, Cronbach’s 
alpha coefficients lower than 0.70 can be 
attributed to the factor(s) comprising only of 
two items (as with the three behavioural 
intentions dimensions in Table 3) that loaded 
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on the scale, and not because the scale is 
unreliable. Field (2005: 668) further notes that 
Cronbach’s alpha values lower than 0.70 can 
be acceptable in social science studies if the 
study is concerned with psychological 
constructs such as customers’ attitudes and 
opinions (as is the case with this study). It can 
therefore be concluded that all the constructs 
in Table 3 are reliable and valid, even though 
the loyalty dimension has a Cronbach’s alpha 
coefficient below 0.70. 


Descriptive results 


Table 4 presents the standard deviations (SD) 
and overall mean scores for the four main 
constructs and their underlying dimensions. 


TABLE 4 
Descriptive results 





Construct sD Mean 
Service quality 
Reliability 1.845 8.170 
Responsiveness 1.795 8.150 
Assurance 1.835 8.240 
Empathy 1.820 7.910 
Relational benefits 
Confidence benefits 1.589 6.889 
Social benefits 2.449 5.162 
Special treatment benefits 2.327 5.153 
Customer satisfaction 1.707 6.883 
Behavioural intentions 
Loyalty 2.740 6.475 
Word-of-mouth 2.420 6.305 
Future loyalty 2.215 7.220 





The overall mean scores for the four 
dimensions of service quality range between 
7.910 and 8.240 on a ten-point scale, with 
assurance realising the highest mean score 
(8.240), followed by reliability (8.170), 
responsiveness (8.150) and empathy (7.910) 
respectively. It is, therefore, evident that all 
four service quality dimensions realised fairly 
positive overall mean scores. 


The overall mean scores for the three 
relational benefits dimensions range from 
5.153 to 6.889, with confidence benefits 
realising the highest mean score (6.889), 
followed by social benefits (5.162), and 
special treatment benefits (5.153) respectively. 
It is, therefore, evident that the three relational 
benefits dimensions scored just above five on 
the ten-point scale. 


The overall mean score for customer 
satisfaction is 6.883, which indicates a positive 
score given it was measured on a ten-point 
scale, and the overall mean scores for three 
behavioural intentions dimensions range from 
6.305 to 7.220. The future loyalty dimension 
scored the highest (7.220), followed by loyalty 
(6.475), and word-of-mouth (6.305). All three 
behavioural intentions dimensions realised a 
fairly positive overall mean score given it was 
measured on a ten-point scale. 


Testing the theoretical model 


The assessment of the fit of the structural 
model with the observed data was determined 
by means of structural equation modelling 
(SEM). Based on multiple regression and 
factor analytic techniques, SEM allows for the 
testing of the interrelationships among a set of 
variables. It furthermore evaluates the 
importance of each of these variables in the 
model, and tests the overall fit of the model — 

which is centred around the y * goodness-of-fit 

test (Pallant, 2010: 103; Zikmund & Babin, 

2012: 428). The proposed theoretical model 
(Figure 2) was tested using SEM with 
maximum likelihood estimates of the model 
parameters. 


The structural model, as compiled from the 
collected empirical data, is presented in Figure 
3, followed by the standardised regression 
weights and correlations in Table 5 and Table 
6. The SEM goodness of fit indices for the 
structural model (compared to the empirical 
data) are presented in Table 7. 
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FIGURE 3 
SEM model 





Wom 


(Abbreviations used: SQ = Service quality; RB = Relational benefits; CS = Customer satisfaction; Bl = Behavioural 


intentions; Rel = Reliability; Resp = Responsiveness; Assu = Assurance; Emp = Empathy; Soc = Social benefits; Spec = 


Special treatment benefits; Conf = Confidence benefits; Sat = Satisfaction; Loyal = Loyalty; Wom = Word-of-mouth; Future = 


Future loyalty) 


The standardised regression weights (B) and 
correlations between the CRM constructs — as 
indicated in Table 5 and Table 6 — are all 
statistically significant and interpretable. 


According to Blunch (2011: 117), several fit 
indices need to be reported to ascertain 
whether a SEM model fits the observed data. 
Some of the most common indices for SEM 
analysis include the Chi-square value (77) and 
associated degrees of freedom (thus, x°/df), the 
Tucker-Lewis Index (TLI), the Comparative 
Fit Index (CFD, and the Root Mean Square 
Error of Approximation (RMSEA) and _ its 
associated confidence intervals (Hooper, 


Coughlan & Mullen, 2008: 56; Jackson, 
Gillaspy & Purc-Stephenson, 2009: 19). 
However, according to Kenny (2011), the TLI 
and CFI indices are highly correlated, thus 
requiring that only one of the two needs to be 
reported. Consequently, a y7/df value of 7.056 
was obtained, which is above the adequate fit 
threshold, indicating an unacceptable fit. 
However, the CFI and RMSEA fit indices 
indicate a good overall fit of the model to the 
data (CFI = 0.910; RMSEA = 0.082 [0.080 — 
0.085]). A more detailed analysis of the results 
and measure for model fit is reported in Table 
7, including the suggested cut-off points. 
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TABLE 5 
Standardised regression weights 
B weight p-value 
Service quality + Customer satisfaction 0.116 < 0.001 
Relational benefits - Customer satisfaction 0.848 < 0.001 
Customer satisfaction + Behavioural intention 0.921 < 0.001 
Behavioural intention > Loyalty 0.867 < 0.001 
Behavioural intention - Word-of-mouth 0.813 < 0.001 
Behavioural intention > Future loyalty 0.412 < 0.001 
Service quality > Reliability 0.895 < 0.001 
Service quality + Responsiveness 0.942 < 0.001 
Service quality + Assurance 0.863 < 0.001 
Service quality > Empathy 0.885 < 0.001 
Relational benefits — Special benefits 0.583 < 0.001 
Relational benefits + Confidence benefits 0.873 < 0.001 
Relational benefits + Social benefits 0.633 < 0.001 
Customer satisfaction > Sat1 0.796 < 0.001 
Customer satisfaction > Sat2 0.814 < 0.001 
Customer satisfaction > Sat3 0.809 < 0.001 
Customer satisfaction - Sat4 0.844 < 0.001 
Customer satisfaction > Sat5 0.816 < 0.001 
Customer satisfaction > Sat6 0.820 < 0.001 
Customer satisfaction > Sat? 0.825 < 0.001 
Customer satisfaction — Sat8 0.827 < 0.001 
Customer satisfaction - Sat9 0.830 < 0.001 
Customer satisfaction > Sat10 0.798 < 0.001 
Customer satisfaction > Sat11 0.701 < 0.001 
Customer satisfaction - Sat12 0.807 < 0.001 
Customer satisfaction > Sat13 0.822 < 0.001 
Customer satisfaction - Sat14 0.768 < 0.001 
Customer satisfaction > Sat15 0.807 < 0.001 
Customer satisfaction > Sat16 0.883 < 0.001 
Customer satisfaction - Sat17 0.846 < 0.001 
Customer satisfaction > Sat18 0.869 < 0.001 
(8 weight: Standardised regression weight) 
TABLE 6 
Correlation 
Correlation p-value 
Relational benefits «+ Service quality 0.785 < 0.001 
TABLE 7 
Goodness of fit indices for the structural equation model 
y2ldf CFI RMSEA 
Suggested cut-off points < 5.00 2 0.90 < 0.10 


Structural model 7.056 0.910 0.082 [0.080 - 0.085] 
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Taking the above results into consideration, 

the following conclusions can be drawn: 

e Service quality perceptions (consisting of 
reliability, responsiveness, assurance and 
empathy) have a significant positive effect 
on customer satisfaction (p-values < 0.001). 
Therefore, H1 is supported. 

e Relational benefits (consisting of social 
benefits, special treatment benefits and 
confidence benefits) have a_ significant 
positive effect on customer satisfaction (p- 
values < 0.001). Therefore, H2 is 
supported. 

e Customer satisfaction (consisting of 18 
satisfaction items) has a significant positive 
effect on behavioural intention (consisting 
of loyalty, word-of-mouth and future 
loyalty) (p-values < 0.001). Therefore, H3 
is supported. 

e The SEM results presented indicate a good 
overall fit of the model to the data. 


MANAGERIAL IMPLICATIONS 


The literature overview presented in this study 
suggests that businesses can _ differentiate 
themselves by adopting a customer-focused 
approach and focus on satisfying (or 
preferably delighting) customers’ wants and 
needs (Venkatesan et al., 2012: 311), which 
can be realised by delivering quality services 
(including assuring, empathetic, reliable and 
responsive service delivery) (Kaura & Datta, 
2012: 44) and offering additional relational 
benefits (including confidence, social and 
special treatment benefits) to customers (Yen 
et al., 2014: 14). 


The descriptive results calculated for the 
constructs of the study indicate that the four 
service quality dimensions (i.e. assurance, 
empathy, reliability and responsiveness) were 
positively perceived by respondents. From a 
holistic perspective, the quality of short-term 
insurers’ services, therefore, does not seem to 
be an issue of concern, since most respondents 
generally perceived their short-term insurer’s 


service quality as relatively good. Service 
quality is therefore perhaps not a_ key 
differentiator for South African short-term 
insurers, when one looks at these results in 
isolation. 


With regard to relational benefits, the results 
indicate that the three relational benefits 
dimensions (i.e. confidence, social and special 
treatment benefits) were rated less positive 
than the dimensions of service quality, 
particularly social and special treatment 
benefits. Relational benefits can therefore be a 
key differentiator for South African short-term 
insurers, since the opportunity for improving 
relational benefits does exist in this industry. 
Short-term insurers who wish to successfully 
differentiate themselves, should consequently 
focus on improving the existing relational 
benefits (confidence, social and __ special 
treatment benefits) they offer to their 
customers. South African short-term insurers 
can improve confidence benefits by 
establishing feelings of security in that 
customers are confident that their insurer will 
deliver the service correctly, and by ensuring 
that customers are confident that their insurer 
has clear and reasonable service offerings. In 
turn, short-term insurers can improve social 
benefits by creating the impression that their 
staff know each customer by name and by 
establishing the feeling among customers that 
they are familiar with the employee(s) who are 
performing the service. Finally, short-term 
insurers can improve their special treatment 
benefits by establishing the belief that 
established customers receive faster service 
delivery than other customers and creating the 
impression that customers receive personalised 
and special services. 


The aim of this study was to determine the 
interrelationship between the identified CRM 
constructs (i.e. service quality, relational 
benefits, customer satisfaction and behavioural 
intentions), and it was subsequently found that 
service quality perceptions and the relational 
benefits respondents perceive they receive 
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from their short-term insurers correlate 
strongly with one another. In other words, to 
improve customers’ perceptions of the benefits 
they receive from being in a relationship with 
their short-term insurer, the results indicate 
that short-term insurers could either focus on 
improving relational benefits, or on _ the 
improvement of service quality perceptions. 


Service quality and relational benefits were 
also found to have a significant positive effect 
on respondents’ levels of customer satisfaction 
with short-term insurers, thus implying that 
short-term insurers should increase the quality 
of their services and also offer additional 
relational benefits in order to improve their 
customers’ satisfaction levels.It furthermore 
emerged that respondents’ levels of 
satisfaction have a positive effect on their 
behavioural intentions (loyalty, word-of-mouth 
and future loyalty). South African short-term 
insurers can, therefore, encourage positive 
behavioural intentions among their customers 
by exceeding their customers’ service quality 
expectations and _ providing them with 
additional relational benefits. 


In light of the literature review and empirical 
results, this study proposes a model which 
South African short-term insurers can 
implement as part of their marketing strategy 
to improve their overall profitability and 
sustainability. The related model (see Figure 
3) entails the assurance of high quality 
services (specifically in terms of prompt and 
correct service delivery) and the offering of 
additional relational benefits (particularly 
offering confidence-related benefits such as 
comfortable and trustworthy interactions) to 
customers. 


LIMITATIONS OF THE STUDY 
AND FUTURE RESEARCH 
SUGGESTIONS 


Limited secondary data (of a scholarly nature) 
on the South African short-term insurance 


industry was available, which meant that the 
literature discussion had to be based on 
international studies focusing on different 
service industries. 


In addition, a sampling framework was 
unavailable, resulting in the implementation of 
non-probability convenience sampling. The 
results of this study are therefore not 
representative of the entire population, but 
only of the respondents who participated in the 
study. Future research could attempt to obtain 
customer databases or include short-term 
insurers in the research project, in an attempt 
to conduct a more representative form of 
probability sampling. A similar study can also 
be conducted amongst long-term insurers in 
South Africa. This information can then be 
compared to the short-term insurance industry 
to determine whether the insurance industry in 
its entirety can benefit from the findings from 
this study. Finally, the model composed in this 
study can also be tested in other service 
industries to determine its relevance and 
applicability. 
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ABSTRACT 


- The website is the main place of interface between online retailers and their customers. As a: 
: place of interface it can be an important source of environmental stimuli on customers. This: 
: paper empirically examines the influence that factors associated with the online service-: 
: scape have on customers’ hedonic shopping experience. Data used was collected using a: 
: structured questionnaire. Responses from 149 online customers who were found to be: 
: hedonic in their shopping orientation were used in the analysis. Version 21 of SPSS/AMOS: 
: statistical package was used to analyse the data. The findings show that web site usability, : 
: mass customisation and web aesthetic appeal play a significant positive role in influencing: 
- online customers’ level of hedonic shopping experience. Website informativeness was: 
- however not found to have significant influence on customers’ level of hedonic shopping: 
: experience. The findings also show that customers’ level of hedonic shopping experience: 
: significantly influences commitment to online stores. The findings in the paper have wider: 
: implications on management of online stores. In general the study identifies factors that: 
: managers of online stores can focus on in order to appeal hedonic shoppers by bringing: 
: enhanced pleasure to the online shopping experience. 


Keywords: Online retailing, hedonic shopping experience, web usability, mass 


customisation, website aesthetic appeal, commitment to an online store. 


Online retailing has become a common marketer (2014:Online) global business-to- 


phenomenon in many parts of the world 
including South Africa. Many customers these 
days make online and/or offline purchase 
decisions based on _ product information 
obtained online. For this reason online 
shopping sites have become important 
platforms on which relationships between 
retailers and consumers are being established 
(Demangeot & Broderick, 2010:118). This is 
underscored by the fast pace at which online 
sales are growing globally and at individual 
country levels. According to a report by E- 


consumer e-commerce sales growth was at an 
average rate of 19 percent in 2013 with total 
sales standing at US $1.23 trillion. According 
to the report total sales in 2014 are expected to 
reach US$1.471 trillion in 2014, representing 
an increase of nearly 20 percent over 2013 
sales figures. In a study that examined sales 
elasticity differences between e-retailers and 
traditional retailers using longitudinal 
quarterly data covering the period between 
1999 to 2010 Ramcharran (2013:54) found 


evidence of more stability for e-commerce 
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sales than for traditional sales. The findings 
attest to the high positive growth prospects of 
the e-commerce sector over the traditional 
sector. 


Luo, Ba & Zhang (2012:1131) observed that 
while online shopping is growing at a fast 
pace, surveys continue to show that many 
customers are not highly satisfied with their 
shopping experiences. They noted that more 
research is required to help better understand 
factors that influence customers’ evaluations 
of their online experiences. Growing online 
retail competition is also making it necessary 
for retailers to look for ways in which they can 
enhance their customers’ online experience. 
Studies in online retailing, including Chang, 
Chih, Liou & Hwang (2014:168), O’Cass & 
Carlson (2012:28) as well as Gregg & 
Walczak, (2010:1), point out the prominent 
role that websites play in influencing customer 
shopping behaviour in general. This is mainly 
due to the fact that online shopping is 
characterised by physical absence of sales 
assistants as well as products. As a self- 
service, online retail customers have to rely on 
the website for cues that help in making 
buying related decisions. Rose, Hair & Clark 
(2011:24) remarked that customer engagement 
with an organisation’s website also creates an 
opportunity for positive experience that can 
result in building of long term relationships. 

Pine & Gilmore (2011:3) in their book entitled 
the ‘Experience Economy’ observed that 
experience presents a new source of value that 
is distinct from services. They described it as 
‘an existing but previously unarticulated genre 
of economic output’ p. xxiv. The experience 
economy calls for businesses to look at 
themselves not only as sources of goods and/or 
service providers but as sources of memories 
and as experience stagers. Studies focusing on 
shopping value theory, including Anderson 
Knight, Pookulangara & Josiam (2014:774) as 
well as Biittner, Arnd & Goritz (2014:1027), 
note that experience as a shopping value is 
highly associated with customers who are 
hedonic in their shopping orientation. Hedonic 


shoppers are defined as shoppers that focus on 
and seek to maximise emotional pleasure that 
takes place while shopping for products 
(Anderson et al. (2014:774; Dirsehan & 
Yalcin, 2011:80). They are unlike utilitarian 
shoppers who focus on the functional side of 
shopping namely making the actual purchase 
without spending too much time as they are 
efficiency oriented (Anderson et al. 2014:774; 
Haas & Kenning, 2014:430). 


Rose et al (2011:24) observed that while the 
field of customer experience is well researched 
in the traditional face to face context, not 
much research has been done to explore the 
concept in online context. Scarpi, Pizzi & 
Visentin (2014:266) also noted the need for 
studies focused on understanding customer 
experience in online contexts. This paper aims 
at contributing to this understanding by 
investigating the influence of service-scape 
related factors on hedonic customers’ 
shopping experience. Online  service-scape 
refers to the online service environment or 
website related factors to be specific (Harris & 
Goode, 2010:231; Tran, Strutton & Taylor 
2012:823). The specific objectives of the study 
are to (i) determine website related precursors 
of online customers’ hedonic experience; (ii) 
examine the relative influence of different 
website related factors on customers’ hedonic 
experience; and (iii) examine the influence of 
hedonic experience on customer commitment 
to online stores. 


The paper is structured such that the next 
section discusses the theoretical framework of 
the study. Literature relating to the key 
constructs of interest in the study is reviewed 
and proposed hypothesis stated. This is 
followed by the methodology section which 
provides details relating to population and 
sampling, operationalisation of constructs as 
well as data collection and analysis. Following 
the methodology are results and discussion as 
well as implications sections. Thereafter is the 
last section which highlights conclusions 
drawn from the findings, limitations of the 
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study and provides suggestions for future 
study. 


THE THEORETICAL FRAMEWORK 
Customer Shopping Experience 


Carbone & Haeckel (1994:9) observed that 
when customers go shopping they always get 
more than what they bargain for. They 
attributed this to the fact that shopping always 
comes with an experience. They defined 
experience as takeaway impression — a 
perception produced following consolidation 
of sensory information. Getting of more than 
what one bargains for can apply to both online 
and offline shopping. The only difference is 
that with offline shopping customers go to a 
physical store while with online shopping they 
visit online retailers’ websites. According to 
Dong & Siu (2013:542) customer service 
experience is about level of enjoyment or 
otherwise and is based on one’s interactions 
with substantive and communicative elements 
of the service-scape. Lashley (2008:8) pointed 
out that customer experiences engage 
emotions and that this is essential for creating 
memory. Sources of shopping stimuli that 
influence customers’ emotions can be varied. 
Of concern in this study is stimuli emanating 
from the online shopping service-scape. 

According to the  Stimulus-Organism- 
Response (S-O-R) framework developed by 
environmental psychologists Mehrabian & 
Rusell (1974), the environment is an important 
source of stimuli that can exert significant 
influence on an individual’s affective state as 
well as their behaviour. The developers of the 
framework remarked that an_ individual's 
response to any environment can _ be 
categorised as either ‘approach’ or ‘avoidance’ 
behaviour. They noted that approach 
behaviours include the desire to physically 
remain in an environment as well as the desire 
to explore the environment while avoidance 
behaviours include the desire to leave an 


environment and the tendency to be inanimate 
in the environment. 


Taking cognisant of arguments in the 
Stimulus-Organism-Response framework this 
study examines the influence of online retail 
service-scape related factors on customer 
feelings of emotional pleasure (hedonic 
experience). As per Anderson et al. (2014:774) 
as well as Kim, Galliers, Shin, & Ryoo 
(2012:376) hedonic experience relates to 
affective elements of shopping particularly the 
level of emotional pleasure experienced while 
shopping regardless of whether purchase is 
made or not. Hedonic experience represents a 
shopping value that customers can derive from 
a shopping experience (Kim et al. 2012:376). 
The notion of hedonic value is consistent with 
Pine & Gilmore (2011:5) view that customer 
experience needs to be seen as a distinct 
economic offering from products. While it can 
be argued that all shoppers in general need to 
have a good shopping experience, studies on 
shopping value and motivations note that 
customers differ in the level of importance that 
they attach to sensory and _ affective 
dimensions of shopping. Customers who 
accord greater importance to affective and 
sensory elements of shopping are called 
hedonic shoppers (Dirsehan & /Yalcin, 
2011:80). 


In looking at the service-scape and customer 
shopping experience, this study’s focus is on 
customers who are hedonic in their shopping 
orientation. The study argues that the best way 
for online retailers to assess their stores’ 
ability to affectively appeal to customers is by 
testing their performance using customers who 
are hedonic in their shopping orientation other 
than on all customers. Figure 1 presents the 
conceptual model used in this paper to 
examine online store service-scape stimuli that 
affects customers’ hedonic experience. The 
model also shows the expected outcome of 
hedonic experience in terms of commitment to 
a retail site. 
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FIGURE 1 
Conceptual model 
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Informativeness and customer 
shopping experience 


One major advantage associated with online 
shopping, unlike shopping at physical stores, is 
the fact that online shopping makes it easy for 
customers to access a lot of information on a 
retailer’s offer necessary for shopping decision 
making. Research shows that that the more 
informative a retail site is the more positively 
customers evaluate the site in general. 
According to Hsieh, Hsieh, Chiu & Yang 
(2014:229) an informative site is the one that 
contains enough information to help customers 
make informed decisions. Gao & Bai 
(2014:656) stated that  informativeness 
encapsulates such attributes as accuracy, 
usefulness and adequacy. Kim et al. 
(2012:377) argued that perceived hedonic 
value may go up when shoppers are able to 
search for products that they want with ease 
and get a lot of different information 
concerning the products. In their study they 
found that information variety had significant 
positive influence on perceived hedonic value. 
Ahn, Ryu & Han (2007:272) established that 


having sufficient, accurate and_ timely 
information influences online customers sense 
of excitement, curiosity, and makes them to be 
deeply engaged. Hsieh et al (2014:229) found 
that level of informativeness helps online 
customers to feel more in control of the their 
activities on the website which influences level 
of pleasure experienced. In line with findings 
in literature it is hypothesised in this study 
that: 


H1: Perceived level of online retail site 
informativeness positively influences 
online hedonic shopping experience. 


Web Usability and online customer 
shopping experience 


According to the International Organisation 
for Standardisation (ISO) 9241-11: (1998), 
usability refers to “the extent to which a 
product can be used by specified users to 
achieve specified goals with effectiveness, 
efficiency and satisfaction in a_ specified 
context of use”. Lee & Kozar (2012:450) 
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pointed out that frequently identified usability 
problems on commercial websites include 
difficulty in understanding content, difficulty 
in navigation, inconsistent formats, inefficient 
search capabilities as well as ill-defined help 
functions. Studies in online retailing note that 
when a customer visits an online store 
usability issues influence not only their 
perceptions of the site and the retailer but also 
their behaviours (Zhang Fang, Wei, Ramsey, 
McCole & Chen 2011:196; Venkatesh & 
Agarwal 2006:367). Hertzum & Clemmensen 
(2012:37) remarked that user experience has 
become a matter of significant concern among 
web professionals resulting in many spending 
considerable time and effort on how to 
improve usability so as to positively influence 
users’ emotional experience with a website. 
Ethier, Hadaya, Talbot & Cadieux 
(2008:2787) found that factors related to web- 
usability including navigation, structure of 
information, text appearance and arrangement 
do exert influence on customers’ emotions 
experienced when shopping online including 
emotions of frustration and joy. It is thus 
hypothesised in this study that: 


H2: Perceived level of web usability is 
positively associated with online 
hedonic shopping experience. 


Mass customisation and online 
customer shopping experience 


The concept of mass customisation has its 
origins in manufacturing. Fogliatto, da Silveira 
& Borenstein (2012:15) defined it as a 
“production strategy focused on the broad 
provision of personalised products and 
services”. Commenting on the application of 
the concept of mass customisation in online 
retailing Thirumalai & Sinha (2011:479) 
observed that “advances in internet and digital 
technologies extend the realm of customisation 
beyond the traditional boundaries of 
manufacturing”. They pointed out that 
developments in information — technology 


capabilities are enabling a _ variety of 


customisation approaches aimed at making 
websites to be more appealing to customers. 
According to Lee & Chang (2011:172) one 
common variation of mass customisation is the 
co-design process. They noted that the co- 
design process is an interactive process that 
requires users to apply online  tool-kits 
provided by retailers. For example using 
personalisation technologies, online retailers 
can enable customers to adapt web content 
into the format of choice including changing 
the appearance of products. Lee, Lee & Lee 
(2012:264) identified consumer participation 
and company responsiveness as two important 
attributes of any customisation program. They 
stated that high levels of customer 
participation are likely to result in better fit 
with needs. On company responsiveness, they 
remarked that the ability to respond to 
customers’ needs plays a role in determining 
customers’ attitudes towards a customisation 
program. Trentin, Perin & Forza (2014:693) 
asserted that customers derive hedonic benefits 
from mass customisation experiences. A study 
by Sun, Suh & Lee (2012:17) found that there 
is positive relationship between perceived 
customisation quality and hedonic shopping 
value. It is thus hypothesised in this study 
that: 


H3: Mass 
associated with online hedonic shopping 


customisation is positively 


experience. 


Web Aesthetic Appeal and online 
customer shopping experience 


Aesthetics is a concept concerned with beauty 
or the appreciation of beauty. Coursaris, 
Swierenga & Watrall (2008:105) noted that 
aesthetics is interlinked with the philosophy of 
art and the pleasing to the senses. In online 
retailing, websites can be designed so as to 
give customers pleasure through beauty. 
According to Chang et al (2014:169) as well as 
Wang, Minor & Wei (2011:47) web aesthetics 
represent how different elements and attributes 
including colour, graphical illustration of 
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products, page layout including structure of 
information are combined so as to yield an 
impression of beauty and appeal to customers. 
Linghammar (2007:2) as well as Tractinsky, 
Katz & Ikar (2000:127) found high correlation 
between perceived interface beauty and users’ 
perceptions on ease of use. Tractinsky et al 
(2000:129) 
occurrence of ‘halo-effect’ arguing that the 


attributed this to possible 


beauty of an interface can have a positive 
effect on users’ mood which in turn can exert 
positive influence on how users evaluate a 
system as a whole. In their study Koo & Ju 
(2010:385) found that graphics and colour can 
impact customer emotions of pleasure. Cai & 
Xu (2011:186) contended that web aesthetics 
has positive influence on customers’ shopping 
enjoyment. The following hypothesis is 
therefore proposed: 


H4: Website aesthetic appeal is positively 
associated with online hedonic shopping 
experience. 


Online hedonic shopping experience 
and commitment to online site 


Commitment to an online site can be 
evidenced by a number of behaviours and 
behavioural intentions including willingness to 
revisit and willingness to repurchase from a 
site. Wu & Holsapple (2014:87) mentioned the 
need to look at one’s level of emotional 
involvement in understanding behaviour. In 
their study they found that emotional 
experience of enjoyment and arousal has 
positive influence on behavioural intentions. 
Commenting on the relationship between 
emotions and behaviour Walsh, Shiu, Hassan, 
Michaelidou & Beatty (2011:730) remarked 
that “emotions arising from consumption 
experience deposit affective memory traces” 
and that ultimately emotions influence many 
different behaviours including repurchase 
intentions, loyalty to a store as well as word of 
mouth communication. Their study’s findings 
were that emotions of pleasure positively 
influence customer store loyalty. Overby & 


Lee (2006:1164) noticed that in online 
shopping, a customer’s level of perceived 
hedonic value is positively associated with 
their level of preference of a retail store which 
in turn exerts positive influence on behavioural 
intention to revisit as well as to purchase again 
from a shop. Kabadayi & Alan (2012:70) 
observed that positive emotions have 
significant direct positive influence on 
customers’ store revisit intentions. Jones, 
Reynolds & Arnold (2006:978) found that 
perceived hedonic value positively influences 
re-patronage intentions as well as customer 
loyalty. It is therefore hypothesised in this 
study that: 


H5: Online hedonic shopping experience is 
positively associated with customers’ 
commitment to online stores. 


METHODOLOGY 


Data used in this paper was collected as part of 
a larger study targeted at online shoppers from 
Gauteng, South Africa. The study involved 
administration of a self-filling structured 
questionnaire to online customers who were 18 
years or older. Respondents were selected 
using non-probability sampling, specifically 
using quota sampling. Non-probability 
sampling was used due to lack of readily 
available list that could be used to draw a 
random sample of online shoppers. Use of 
quota sampling was aimed at ensuring that 
male and female online shoppers were 
relatively balanced with no one group 
dominating the other. Trained field assistants 
participated in collecting the data. During data 
collection, the field assistants personally 
approached respondents at varied public places 
and explained to them what the study was all 
about and asked them to participate by filling 
in the questionnaire. The data collectors were 
present during the time of questionnaire filling 
ready to respond to any questions from the 
participants. 
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Constructs of interest in this paper and items 
used to measure them are provided in table 1. 
A five point Likert scale was used to measure 
item statements associated with each of the 
constructs. The scale ranged from 1 = strongly 
disagree, 2 = disagree, 3 = neutral, 4 = agree 
and 5 = strongly agree. In operationalising the 
constructs, the study drew on measures used in 
past studies. This helped enhance the content 
validity of the measures. Specifically, the 
dependent variable of online hedonic 
experience was measured using items adapted 
from Cyr, Head & Ivanov (2009:866) as well 
as Mouakket & Al-hawari (2012:380) while 
commitment to online retail site was defined in 
terms of intentions to re-purchase from an 
online site and was measured using items 
adapted from Hausman & Siekpe (2009:12). 
The independent variable of informativeness 
was measured using items adapted from 
Demangeot & Broderick (2007:893) while 
web usability was measured using items 
adapted from Gounaris, Dimitriadis & 
Stathakopoulos (2010:154) and Parasuraman, 
Zeithaml & Malhotra (2005:18) respectively. 
Items used to measure mass customisation 
were adapted from Srinivasan, Anderson & 
Ponnavolu (2002:48) while website aesthetic 
appeal was measured using items as adapted 
from Harris & Goode (2010:241). 


Since the focus on the paper was on customers 
who are hedonic in their shopping orientation, 
these shoppers were identified during data 
analysis using hedonic shopping orientation 
scale adapted from Arnold & Reynolds 
(2003:82) and Babin & Attaway (2000:99). A 
total of 149 respondents were found to fit the 
profile of being hedonic in their shopping 
orientation as they had average scores of 3.5 
and above on the scale. Score of 3.5 and above 
meant that the respondents agreed or strongly 
agreed with hedonic shopping orientation 
indicator statements. Of these respondents 47 
percent were male while 53 percent were 
female shoppers. In terms of age 28.86 percent 
of the respondents were between the ages of 
18 and 29, 63.09 percent were between the 


ages of 30 and 49 while 8.05 percent were 
aged 50 and above. 


Structural Equation Modelling (SEM) was the 
main statistical technique used to analyse the 
data. The SEM was run using version 21 of 
SPSS/AMOS program. The analysis followed 
a two stage process. The first stage involved 
assessment of the measurement model in terms 
of reliability, validity and goodness of fit. The 
second stage involved testing the structural 
model and examining the hypothesised 
dependence relationships. A number of fit 
indices were used to assess the goodness of fit 
of the measurement model. These included the 
normed chi-square, the Goodness of Fit Index 
(GFI), the Comparative Fit Index (CFI), the 
Incremental Fit Index (IFI) and the Root Mean 
Square Error of Approximation (RMSEA). 
The composite reliability coefficients were 
used to assess construct reliability. In 
assessing validity, the study examined 
statistics relating to convergent validity, 
nomological validity as well as discriminant 
validity. Factor loadings as well as average 
variance extracted (AVE) were used to assess 
convergent validity while nomological validity 
was assessed by examining correlation 
coefficients associated with — constructs 
hypothesised in the study to be related. 
Discriminant validity was assessed by 
examining the AVE coefficients in relation to 
the maximum shared variance (MSV). 


RESULTS 


Assessment of the measurement 
model: Reliability, goodness of fit and 
validity 


Findings relating to reliability of each of the 
six constructs in the conceptual model are 
presented in table 1. Hair, Black, Babin & 
Anderson (2010:710) observed that composite 
reliability coefficients of .7 and above are 
indicative of good construct reliability. The 
results in table 1 thus show that all the 
constructs in the measurement model were 
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TALBE 1 
Measurement Scales, Reliability and Factor Loadings 





Composite 














Constructs and items Reliability aoe 
Coefficient 

INFO _ Informativeness 827 

INFO 1: | feel that | could learn a lot about the products from this website 186 

INFO 2: The website adequately met my information needs 894 

INFO 3: The website provides enough information for me to make a well informed 887 
purchase decision , 

WU Web Usability 815 

WU 1: _ This site is a user friendly site 877 

WU 2: _ This site has good navigation aids 193 

WU 2: _ It is easy to find information | want on this website 879 

MCus_ Mass Customisation 182 

MCus 1 If | wanted to customise this web site to what | like (e.g. product size), | would 850 
easily do so 

MCus 2 When surfing this site, | felt that | had a lot of control over what | can personalise 866 
on this site 

MCus 3. When surfing this site, | felt like | had a lot of control over how | can view product 773 
on the site 

WAsA_ Website Aesthetic Appeal 867 

WAsA 1 The website has visually appealing design .908 

WAsA 2 The website is aesthetically appealing .899 

WAsA 3 The internet site looks good .889 

HedE Hedonic Experience 174 

HedE 1 The website creates a shopping experience that is enjoyable .854 

HedE 2 While shopping at this site, | felt a sense of excitement 836 

HedE 3 The website creates a shopping experience that is pleasurable .800 

COMT Commitment to online retail site 814 

COMT 1 | will definitely buy products from this site again in the near future 841 

COMT 2 | intend to purchase through this site in near future 875 

COMT 3 Itis likely that | will purchase through this site in the near future .846 





reliable as they had composite reliability 
coefficients of above .7. Specifically, the 
composite reliability coefficients of the 
constructs in the model ranged from .774 to 
.867 with the lowest being for hedonic 
experience and the highest being for web 
aesthetic appeal. 


Results of assessment of goodness of fit of the 
measurement model showed a Chi-square (y’) 
value of 167.418 with 120 degrees of freedom 
(df) and a p value of .003. Examination of 
other fit statistics showed good model fit as 
per Hooper, Coughlan & Mullen (2008). 


Specifically the normed chi-square value was 
found to be 1.39, the GFI was .904; CFI was 
.963, the IFI was .964 while the RMSEA was 
052. 


Results on convergent validity showed high 
convergent validity for all the six constructs in 
the model. According to Hair et al (2010:709) 
AVE coefficients and factor loadings of .5 or 
higher indicate high convergent validity. The 
results in table 1 show that all items used to 
measure each construct had loadings of above 
.7. Results in table 2, show that all constructs’ 
AVE coefficients were greater than .5. The 
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TABLE 2 
Descriptives and Construct Validity 

Construct Mean | Srancard | INFO wu Mcus | WAsA | HedE | COMT 
INFO 4.18 696 187 
Wu 4.42 589 678 1B 
MCus 3.77 796 232 137 739 
WAsA 4.26 709 654 727 326 828 
HedE 4.20 653 516 662 390 593 733 
COMT 4.23 661 531 661 274 545 594 | 774 
AVE 619 597 55 686 537. | 594 
MSV 460 529 152 529 523. | 523 





























Note: 1. All correlation were significant at the 0.01 level (2-tailed). 


2. Diagonal values in bold are the square root of the AVE. Off diagonal values are construct 


correlations 











TABLE 3: 
Hypothesis Testing — Hedonic experience precursors and outcomes 
Standardised 

Regress on SE P Conclusion 

Coefficient 
Hedonic Experience € Informativeness .071 095 487 H1 not supported 
Hedonic Experience © Web Usability 334 102 ~~ .000 H2 Supported 
Hedonic Experience © Mass Customisation 233 056 = .000 H3 Supported 
Hedonic Experience |} Web Aesthetic Appeal 191 084 =.038 H4 Supported 
Commitment to online retail site <= Commitment to online retail site 623 080 ~=—-.000 H5 Supported 








results in table 2 also show that the correlation 
coefficients between constructs hypothesised 
in the study to be related were all significant 
thereby providing support for nomological 
validity. As per Hair et al (2010:710) 
significant correlation coefficients between 
constructs hypothesised to be related provide 
evidence of nomological validity. 

Table 2 also provides results on assessment of 
discriminant — validity. As per Gaskins 
(2013:Online) discriminant validity is evident 
when the average variance extracted for each 
construct is greater than maximum shared 
variance. Discriminant validity is also evident 
when the square root of the average variance 
extracted is greater than the absolute inter- 
construct correlations (Chiu, Chang, Cheng & 


Fang 2009:771). The results in table 2 show 
that the two conditions associated with 


discriminant validity were both met. 
Structural model — Hypotheses testing 


Table 3 presents results of the hypotheses 
testing. The results show that four of the 
hypothesised five structural paths had p values 
that were significant. These were paths from 
web usability, mass customisation and web 
aesthetic appeal to hedonic experience 
respectively as well as the path from hedonic 
experience to commitment to online retail site. 
Based on the findings hypotheses 2, 3, 4 and 5 
are thus accepted. The path from 


informativeness to hedonic experience was 
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however found to have an insignificant p 
value. Hypothesis 1 is thus rejected. 


An examination of the standardised regression 
coefficients shows that web usability had the 
greatest influence of the three factors that were 
found to be significant precursors of hedonic 
experience followed by mass customisation 
and web aesthetic appeal. This is evidenced by 
the higher standardised regression coefficient 
of web usability which was .334 compared to 
.233 for mass customisation and .191 for web 
aesthetic appeal. 


DISCUSSION AND IMPLICATIONS 


Developments in information technology are 
making it easy for retailers to open up stores 
online. This is resulting in growing stiff 
competition for online retailers. Researchers in 
online retailing observe that growing 
competition is making it increasingly difficult 
for online retailers to differentiate themselves 
on the basis of their product or price offerings. 
This makes it imperative for online retailers to 
explore additional ways of attracting and 
retaining customers. Taking cognisant of the 
fact that there are two main sources of value 
associated with shopping, namely utilitarian 
and hedonic value, online retailers need to 
explore ways in which they can appeal to 
customers using factors that help enhance 
shopping value perceptions. Focusing on 
customers who are hedonic in their orientation, 
the findings in this study show the important 
role that hedonic value can play in influencing 
customers’ commitment to an online store. 
The findings show that perceived levels of 
hedonic experience has significant influence 
on customers’ commitment to an online retail 
site. The high regression coefficient associated 
with the relationship between hedonic 
shopping experience and commitment to 
online retail site (6 = .623) is an indication of 
the significant influence that hedonic shopping 
experience has on commitment. Central to the 
enhancement of hedonic shopping value is the 
ability of retailers to make it pleasurable for 


customers to navigate their sites as they search 
for information. 


Apart from pointing the importance of 
enhanced hedonic shopping experience, the 
findings in the study show factors that online 
retailers can focus on their efforts aimed at 
providing customers with enhanced hedonic 
shopping experience. Specifically the findings 
show that web usability, mass customisation 
and web aesthetic appeal are significant 
precursors for hedonic shopping experience. 
On web usability, online retailers need to 
appreciate that without the web site being user 
friendly it is difficult for customers to easily 
explore their site. As the place of interface 
between an online retailer and its customers, 
the website plays an important part in 
facilitating customers’ shopping experience. 
Online retailers thus need to ensure that they 
develop their retail store websites so as to be 
highly user friendly. They need to make sure 
that different pages of the web site represent 
different store locations within a store and that 
the website needs to be able to facilitate easy 
movement from one site location to another. 
Online retailers ought therefore to confirm that 
their sites have good navigation aids. Online 
retailers can also enhance the ease with which 
customers navigate their sites by making sure 
that they are operating on adequate bandwidth 
that can accommodate normal traffic to their 
stores. This will help ensure that their online 
retail sites are not unduly slow to access. 
Butkiewicz, Madhyastha & Sekar (2011:313) 
observed that one of the main problems 
associated with unfriendly web sites is low 
levels of responsiveness. 


On mass customisation, it is important for 
online retailers to be aware of the possibilities 
of use of information technology to provide 
their customers with customised web content. 
As noted by Lee et al. (2012:262) 
customisation is one of the strategies that can 
help online retailers serve their customers 
better. The findings of this study show that 
there are positive emotional _ benefits 
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associated with having retail websites 
designed so as to allow customers to customise 
product size and how they view products in 
general. Unlike having static websites, retail 
websites that give customers control over the 
way they view products and other web content 
offer customers enhanced opportunities to 
better evaluate products on offer and make 
better informed purchase decisions. 
Ultimately, this may also help an online 
retailer in reducing volumes of product 
returns. Mass customisation of websites also 
offer the retailer the opportunity to use their 
site to serve customers with different needs 
without the need to come up with other online 
stores as would be necessary if static websites 


were the only possibility. 


The findings in the study show that online 
retailers can also positively influence 
customers’ emotions by paying attention to 
web aesthetic appeal. The findings show that 
web aesthetic appeal has positive influence on 
customers’ hedonic experience of emotional 
pleasure while shopping. The findings are in 
line with those by Koo & Ju (2010:377) that 
website graphics and colours have positive 
influence on emotions of pleasure. Online 
retailers need to realise that web aesthetics can 
influence customers’ first impression about an 
online retail store as well as in ensuring that 
customers are kept positively aroused while 
shopping. Chang et al (2014:169) noted that 
web aesthetics help provide an_ overall 
impression of the online — shopping 
environment. Managers of physical retail 
stores often work with interior designers in 
creating desired look and feel for their store. 
Online retailers can take the same approach 
and use professional designers to help them 
come up with the desired the look and feel for 
their online stores. 


According to the findings in the study, 
informativeness was found not to have 
significant influence on customer experience 
of emotional pleasure. This is despite 
correlation coefficients showing that that there 


is significant correlation between the two 
constructs. Online retailers need to realise that 
the lack of significant association between 
informativeness and hedonic shopping 
experience does not underestimate the 
importance of ensuring that their online stores 
provide customers with enough information to 
help them make informed decisions. The lack 
of association between the two constructs may 
be explained by looking at the role of 
information in shopping decision making. 
Information carries with it more of cognitive 
value in that it provides customers with a basis 
for objective evaluation of objects. Hedonic 
shopping experience in contrast relates more to 


affective value. 


CONCLUSION 


Success in online retailing necessitates firms to 
be customer oriented in their strategies. The 
findings in this study show that online stores 
can effectively make use of their service-scape 
to provide their hedonic shopping oriented 
customers a positive emotionally appealing 
shopping experience. The findings specifically 
show that online retailers can do this by 
ensuring that their retail sites are associated 
with high levels of website usability by 
providing customers with opportunities for 
mass customisation and by ensuing that their 
retail store web site is aesthetically appealing. 
The importance of ensuring that hedonic 
customers’ need for an emotionally appealing 
shopping experience is met is evidenced by 
findings that show the significant positive 
influence it has on commitment to an online 
store as measured by future re-purchase 
intentions. 


The findings of this study help advance 
existing literature on the importance of the 
online service-scape in creating competitive 
advantage for online retailers. When 
effectively designed, the service-scape can be 
a significant source of environmental stimuli 
that serve to elicit desirable emotional 
response on the part of customers. The study 
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also empirically validates arguments on the 
importance of customer emotions. The 
findings show that there is economic value that 
retail firms stand to gain if they succeed in 
providing customers with emotionally 


appealing shopping experience. 


While the study contributes to understanding 
the important role that a well-designed service- 
scape can have on online retail business 
success, it has its own limitations. The main 
limitations relate to the fact that the study is 
based on a sample drawn using non- 
probability sampling method and that the study 
was conducted in Gauteng which is a limited 
geographical area in South Africa. This limits 
the extent to which the results can be 
generalised to a wider population of online 
shoppers. Future research can take these 
limitations by replicating the study in other 
geographical areas and/or testing the model on 
respondents drawn using probability sampling 
methods. 
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ABSTRACT 


: The diverse landscape and physiognomies of the small, medium and micro-enterprise: 
: (SMME) sector have caused immense challenges regarding reliable and comprehensive: 
- knowledge accumulation for this segment of the South African economy. This restraint has: 
: Caused grave credibility concerns among many data users regarding the exactitude of: 
: SMME data, rendering such data largely unsuitable for policy and SMME business: 
: development purposes. Consequently, entrepreneurial aspirations and the vision to cultivate: 
: economic growth through sustainable small business development in South Africa, remain a: 
: pipedream. To provide specific direction to alleviate the undesirable state of affairs, this: 
: Critique makes a case for SMMEs as an ingenious pathway to create jobs, increase levels of. 
: subjective well-being and improve standards of living. Consequently, the article presents a: 
: detailed review of features of and challenges facing SMMEs in an attempt to identify future: 
: strategies that are most likely to support the transformation of the SMME sector into a: 
: growth engine, ideally suited to address key development issues (poverty, income inequality: 
: and unemployment) hampering prospective overall economic growth in South Africa. Owing: 
- to the fact that the retail sector dominates the small business sector of South Africa, the: 
‘endorsed strategy presents an equivalent reference framework for future small retail: 
- business development, growth and sustainability. : 


: Key words — Small business, small, medium and micro-enterprise (SMME) sector, small 
retail sector, business sustainability and sophistication, small business policy - 
framework : 


The diverse landscape and physiognomies of 
the small, medium and _  micro-enterprise 
(SMME) sector have caused immense 
challenges regarding reliable and 
comprehensive knowledge accumulation for 
this segment of the South African economy. 
This restraint has caused grave credibility 
concerns among many data users regarding the 
exactitude of SMME data, rendering such data 
largely unsuitable for policy and SMME 
business development purposes. Consequently, 


entrepreneurial aspirations and the vision to 
cultivate economic growth through sustainable 
small business development in South Africa, 
remain a pipedream. To provide specific 
direction to alleviate the undesirable state of 
affairs, this critique makes a case for SMMEs 
as an ingenious pathway to create jobs, 
increase levels of subjective well-being and 
improve standards of living. Consequently, the 
article presents a detailed review of features of 
and challenges facing SMMEs in an attempt to 
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identify future strategies that are most likely to 
support the transformation of the SMME 
sector into a growth engine, ideally suited to 
address key development issues (poverty, 
income inequality and unemployment) 
hampering prospective overall economic 
growth in South Africa. Owing to the fact that 
the retail sector dominates the small business 
sector of South Africa, the endorsed strategy 
presents an equivalent reference framework 
for future small retail business development, 
growth and sustainability. 


PROBLEM STATEMENT AND AIM 


Reliable and comprehensive knowledge 
accumulation on the state of the small, 
medium and micro-enterprise (SMME) sector 
of South Africa is widespread but mostly 
uncoordinated and unparalleled. These 
limitations pose serious barriers to efficient 
policy formulation and support initiatives 
aimed at developing SMMEs. Consolidation of 
the body of existing literature in support of 
SMME~ development will present an 
opportunity to deliberate the dynamics of a 
key economic sector targeted to drive South 
Africa’s future growth and employment 
agenda. Unravelling the taxonomy, distinct 
traits and challenges faced by SMMEs 
presents an ideal platform to design novel 
future business formation and growth 
strategies for especially the small retail trade 
industry currently dominating the SMME 
market. This article applies a literature review 
to consolidate the existing body of completed 
and recorded work produced by researchers, 
scholars and practitioners. Ultimately, this 
methodology aims to identify, evaluate, 
synthesise and deliver an organised critical 
account of information, ideas and knowledge 
regarding SMMEs to guide the modelling of a 
reinforced growth and development strategy 
for SMMEs, and particularly small retail 
businesses, in South Africa. 


Against this background, this article explores 
SMMEs’ classification distinctions; SMME 
scope, influence and physiognomy; and 
entrepreneurial dynamism and capacity to 
justify an objective analysis of the availability 
and reliability of SMME _ knowledge 
intelligence to ultimately judge the 
complexities and exogenous factors impacting 
on the sustainability of small business. These 


elaborations are key when considering small 
business policy development and 
implementation, which are also addressed. The 
article concludes with modelled intervention 
strategies aimed at increasing the anticipated 
employment and growth of SMMEs, and 
particularly small retail businesses, in South 
Africa. 


RESEARCH METHODOLOGY 


The origin of the deliberations and resultant 
innovative strategies modelled for the SMME 
sector in South Africa, as presented in this 
editorial, was a research literature review 
(desktop research) of existing information. 
This process entailed a systematic and explicit 
procedure whereby numerous local and 
international secondary information sources on 
the SMME sector were collated, analysed 
concurrently and consolidated to finally 
formulate the recommended interventions 
suitable to guide future SMME growth and 
sustainability policies. More specifically, this 
process entailed a contextual analysis of the 
data collection methodologies of numerous 
diverse authors and local and _ international 
case studies conceived through qualitative and 
quantitative research on the SMME sector. 
This circumstantial exploration resulted in a 
thorough understanding of a host of complex 
issues impacting on the quality of accessible 
SMME data intelligence and future SMME 
development and growth. Congruently, the 
unravelling of the taxonomy of the SMME 
sector further extended and strengthened the 
knowledge levels regarding international best 
practices, which partially sanctioned the 
modelling of recommendations to policy 
makers, development agencies, entrepreneurs 
and SMMEs, particularly retail trade, 
managers towards the advancement of living 
standards and economic stability. The article 
will provide an overarching review of the 
major trends in the small business economy as 
evident from numerous quantitative statistical 
sources. 


DEFINITION DISCREPANCIES 


The definition of SMMEs is a significant issue 
when considering small business policy 
development and implementation and depends 
primarily on the purpose of the classification. 
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TABLE 1 


Broad definitions of SMMEs in the National Small Business Act 











Number of Annual Turnover Grok Assets, 
Size Examples Excluding Fixed 
Employees (Rand) 
Property 
Hawkers, vendors and Less than 
Micro Supcclavige VaGnee: Fewer than 5. R150 000. Less than R100 000. 
Fewer than 10 to 201 Less than R200 000 Less than R150 000 
Operating in the formal market denendi to R500 000! to R500 000! 
Very Small ‘ epenaing on d di d di 
with access to technology. industry epenaing on epenaing on 
: industry. industry. 
et eu ale ian spat Less than R2m to Less than R2m to 
an very small enterprises an ; ; ; ; 
Small exhibit more complex business Fewer than 50. os SOR 
practices. Me v 
Enterprises are often Fawerthan 40046 Less than R4 million Deseinaneoato 
Medium eNateCersee Dy 1s 200', depending on reat R18 m! depending 
decentralisation of power to an in dust depending upon Srindust 
additional management layer. Y: industry. y: 


1 Mining, electricity, manufacturing and construction sectors 


Against this background, a _ plethora of 
definitions were discovered in the literature. 
As a Starting point, the exploratory research 
initially relied on a clarification of the 
‘entrepreneurship’ concept. In this regard, the 
explanation chiefly relied on the Global 
Entrepreneurship Monitor (GEM) that defines 
entrepreneurship as ‘...any attempt at new 
business or new venture creation, such as self- 
employment, a new business organization, or 
the expansion of an existing business, by an 
individual, a team of individuals, or an 
established business’ (Amorés, Bosma & 
GERA, 2014). Clearly, entrepreneurship 
embraces the creation of a new enterprise, 
which includes SMMEs. In a_ closer 
exploration of the meaning of small firms in 
particular, it was evident that there is no 
single, uniformly accepted definition for a 
‘small’ firm. A further complicating factor is 
that both the terms ‘small business’ and 
“SMME’ are frequently used synonymously. 
The most acknowledged depiction of SMMEs 
in South Africa is imbedded in the National 
Small Business Act 102 of 1996 (Republic of 
South Africa, 1996) as amended by the 
National Small Business Amendment Acts 26 
of 2003 and 29 of 2004 (Republic of South 
Africa, 2003 & 2004), that defines SMMEs in 
a number of different ways, generally with 
reference either to the number of employees 


and/or to turnover bands. Taken in its broadest 
sense, the concept of a ‘small business’ can be 
very wide-ranging. It includes any form of 
economic activity — registered or not — that 
provides its owner with an income but remains 
below the thresholds for a large enterprise. 
Officially, a ‘small business’ is defined in 
Section 1 of the National Small Business 
Amendment Act 29 of 2004 as ‘... a separate 
and distinct business entity, including co- 
operative enterprises and nongovernmental 
organisations, managed by one owner or more 
which, including its branches or subsidiaries, 
if any, is predominantly carried on in any 
sector or sub sector of the economy mentioned 
in Column I of the Schedulel4...’ The 
classification of small business according to 
the National Small Business Act 2 of 1996, as 
amended by the National Small Business 
Amendment Acts 26 of 2003 and 29 of 2004, 
has been amended slightly to focus on a 
national classification of SMMEs in 
preference to a sectoral classification, with 
distinctive exemplars across business size 
category as outlined in table 1. 


The use of the term ‘SMME’ in South Africa 
has become a common descriptor for small, 
medium and micro-enterprises, with the term 
‘SME’ used interchangeably. Elsewhere in 
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Africa, the acronym MSME is used for micro-, 
small and medium enterprises. 


In the final instance, dissimilarities in 
definitions have resulted in various 
estimates of the size of the SMME sector in 
South Africa and have likewise confounded 
SMME policy development and 
implementation in the country. 


SIZE, SOPHISTICATION AND 
IMPACT 


SMMEs are an_ essential panacea for 
improving the standards of living in a society 
and the stability of a country. More 
specifically, this sector is believed to 
contribute to economic development. This is 
because entrepreneurs create new businesses, 
and new businesses create jobs, provide people 
with a variety of products and_ services, 
intensify competition, increase productivity 
through technological change and positively 
impact individual lives on multiple levels. It is 
generally accepted that the small business 
sector serves as an incubator for growth and 
employment. To reflect on the latter, it should 
firstly be stated that statistics on the small 
business sector in South Africa are 
insufficient in the sense that no official 
centralised data repository is available 
regarding the number of small enterprises. 


In cases where data are available, the 
numerous data collection efforts largely 
remain independent and _ uncoordinated. 
These assessments are derived from_ the 
analysis of the numerous data collection 
efforts of leading independent, government 
and research entities over the past decade. The 
article specifically analysed the work 
published by the following entities (Stats SA, 
2014; Stats SA, 2013a; Stats SA, 2013b; Stats 
SA, 2013c; Stats SA, 2012a & b; Stats SA, 
2009; Amorés, ef al., 2014; UCS, 2011; 
FinMark Trust, 2010; Ligthelm, 2011): 


O Statistics South Africa (Stats SA) 
o Labour Force Survey 
o Survey of Employers and the Self- 
Employed 
o SA Integrated Business Register 


o SA statistics on liquidations of close 
corporations and companies 
O Companies and _ Intellectual Property 
Registration Office (CIPRO) 
O Companies and _ Intellectual Property 
Commission. 
0 National Credit Regulator (NCR) 
O Department of Trade and Industry (dti) 
O Southern African NGO Network 
(SANGONeT) 
O The Global Entrepreneurship Monitor 
(GEM) Consortium 
o = Adult Population Survey 
O United Nations Industrial Development 
Organisation (UNIDO) 
O Numerous independent consulting and 
research entities and universities 
o Human Resource Development 
Council (HSRC) 
o Underhill Corporate Solutions 
o  ©FinMark Trust 
Bureau of Market Research at the 
University of South Africa (Unisa) 
o Centre for Innovation & 
Entrepreneurship at the University of 
Cape Town Graduate School of 
Business 


The key input sources listed above are 
disaggregated in the sub-sections to follow in 
an attempt to identify information 
discrepancies and anomalies that make it 
almost impossible to design effective and 
sustainable policies regarding SMMEs from 
consolidated business intelligence. 


Despite these shortcomings, the analysis 
represents a first attempt to collate numerous 
data collection endeavours on small business 
physiognomies into a condensed format with 
the aim to consolidate, disseminate and 
integrate small business information into a 
single piece of intelligence that could direct 
strategy formulation of future SMME 
development, growth and _ sustainability. It 
needs to be reiterated that the analysis does not 
attempt to question the accuracy of the 
information gathered by the various entities, 
but rather to stress concerns regarding 
uncoordinated attempts. 
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FIGURE 1 
Geographic distribution of small bu iness 
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Size of the SMME market 


When citing estimates for the size of the 
SMME market of South Africa, figures range 
between the extremes of 2.4 mi lion (Stats SA 
(2007) in UCS, 2011) and 6 million (FinMark 
Trust, 2010). The 2010 FinScope study in 
particular reveals that there are 5579 767 
small business owners in South Africa owning 
5 979 510 small businesses. Of the latter, 17% 
are formally registered, 66% are owner-run 
and have no employees and 32% provide from 
1 to 10 jobs (FinMark Trust, 2010). To further 
demonstrate the discrepancy in the number of 
non-VAT registered small businesses in South 
Africa, FinMark Trust (2010) estimates 
amount to 5 164661 while Stats SA (2009) 
estimates a much lower figure at 1 076 000. 


Furthermore, when analysing the diverse 
SMME landscape in South Africa, it is evident 
that the largest proportion (23%) of small 
business owners resides in Gauteng (USC, 
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2011). Of these, a significant majority (78.7%) 
offered retail services as shown in figure 1. 

When comparing the size of the service sector 
in the 2010 FinMark Trust study (2010 = 
21.3%) with the outcome of a study 
commissioned by the National Credit 
Regulator (NCR) towards the end of 2011, a 
slightly higher percentage of 34.2% (USC, 
2011) is quoted for small service providers of 
which 10.4% render a professional service (i.e. 
medical or legal service) and 58.9% a skilled 
service (i.e. plumbing or hairdressing). The 
2011 NRC study further shows that small 
businesses in Gauteng tend to be larger than 
small businesses in other provinces and their 
contribution to job creation the most 
significant (3.691 million). This profile is very 
d fferent from that of Limpopo Province, for 
example, where 9.8% of small business 
owners reside (UCS, 2011). Of these, 78.2% 
offer retail services of which 66.7% trade 
s mething in the same form that it was bought 
and 20.3% buy something to sell but add value 
before resellng. Compared with impopo, 
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small retail businesses in particular are more 
dominant in the Free State, North West, 
Northern Cape and the Eastern Cape (see 
figure 1). The business sophistication 
outlined below and geographic anomalies 
outlined above clearly argue in favour of 
more decentralised strategy formulation. 


The disaggregation of small business 
according to business sophistication level 
(measured by, among others, factors such as 
registration status, compliance, access to basic 
amenities (i.e. electricity, water) and 
communication (i.e. landline, Internet) is 
reflected in figure 2. 


Clearly, businesses at different sophistication 
levels have different needs, which are often 
ignored when government support mechanism 
and strategies are designed. Instead, a ‘one- 
size-fits-all’ policy is currently the approach of 
contemporary small business support 
mechanisms. However, it is not only this 
approach that is derailing effective small 
business policy formulation and landscaping 
but further incongruities are also evident in the 
estimations of small business’ contribution to 
economic growth and employment as 
witnessed from the discussion b low. 


Contribution to economic growth 


Due to the lack of wide-ranging data on small 
business production figures, it is a precarious 
task to undertake an estimation of SMMEs’ 
contribution to the GDP, let alone to draw firm 
conclusions from the year-to-year comparison 
of the results obtained in such an exercise. 
Consequently, the quoted GDP figures should 
be interpreted as presumptions rather than 
strong assertions. Against this background, an 
independent study by the United Nations 
Industrial Development Organisation 
(UNIDO, 1999) shows that SMMEs represent 
over 90% of private business and contribute to 
more than 50% of GDP in most African 
countries. These findings reveal similarities 
with a local study conducted by Abor and 
Quartey (2010) that revealed that 91% of 
formal busin ss entities in South Africa are 
SMMEs. The latter study also showed that 
SMMEs contribute between 52% and 57% of 
GDP. In tum, the Southern African NGO 
Network (SANGONeT 2014) quotes that 
SMMEs in South Africa contribute around 


FIGURE 2 
Small business by business sophistication measure (BSM) 
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40% of total GDP. These independent quotes 
clearly display immense variance, probably 
due to different definition applications and 
segregated study objectives to measure the 
impact of SMMEs. Similar deficiencies are 
notable when reflecting on entrepreneurial 
capacity, namely; the ability of SMMEs to 
generate employment, remain in operation and 
grow production. These are important 
dimensions for policy-makers as a high rate of 
small business attrition can be costly to the 
economy in terms of un- or under-utilised 
investment, and have dire consequences the 
entrepreneurs’ own financial position. 


ENTREPRENEURIAL CAPACITY 


As mentioned, entrepreneurial capacity 
denotes the ability of SMMEs to grow 
production (discussed above), generate 
employment and remain in operation. The 
latter two dimensions are elaborated in more 
detail below. 


Ability to generate employment 


South Africa’s economic roadmap, the 
National Development Plan (NDP), envisages 
growth, particularly employment growth, 
powered by ‘small and expanding firms’. 
More specifically, the NDP predicts that about 
90% of jobs will be created in small and 
expanding companies by 2030 (National 
Planning Commission, 2011). These prospects 
are directly linked to SMMEs’ ability to grow 
successfully. When reflecting on employment 
estimates, figures by the United Nations 
Industrial Development Organisation 
(UNIDO, 1999) at the start of the new 
millennium showed that SMMEs employ 22% 
of the adult population in developing 
countries. International comparative figures 
quoted by the World Bank in 2007 estimate 
the SME _ contribution to employment 
generation at 39% for South Africa, which is 
much lower than, for example, the figure for 
China set at 78% (UCS, 2011). More recent 
figures quoted for South Africa show that 
SMMEs_ account for at least 60% of 
employment (Abor & Quartey 2010; FinMark 
Trust, 2010). The 2010 FinScope survey 
indicates that a total of 11.6 million job 
opportunities are created by SMMEs. Of these, 
almost a third (31.5%) are available in the 


more sophisticated small businesses (see BSM 
segments 7 and 8 of figure 2) while just more 
than half the jobs (54.1% or approximately 6.3 
million jobs) are available in SMMEs with a 
very low to zero probability of being VAT 
registered (see BSM segments | to 5 of figure 
2) and 67% of small businesses only employ a 
single owner. Research by the Human 
Resource Development Council (HSRC) also 
reveals that 70% of all workers in South Africa 
are employed by companies with fewer than 
50 workers while 45% of all employed people 
work in firms with fewer than 10 employees 
(Jones, 2013). Furthermore, when analysing 
employment data trends published by Stats SA 
(2013a, b and c), it is evident that the market 
share of especially informal small business to 
create jobs has deteriorated over time (see 
figure 3). 


FIGURE 3 
Percentage growth in employment by 
business classification 








Q4 2008 Q3 2010 Q3 2013 


m= Formal sector mm Informal sector 








A key concern emerging from the small 
business employment ability analysis is the 
seeming stagnation of established small 
businesses. Existing enterprises seem to have a 
low propensity to create additional 
employment, leading to an expanding pool of 
individual self-employed or employer 
survivalist micro-enterprises. In addition, the 
static rate of formal SMME employment 
creation suggests that there is little progression 
between survivalist micro-enterprises and 
more formal small enterprises. Furthermore, it 
also seems highly unlikely that small 
businesses are progressing to medium-sized 
enterprises. From a policy perspective, these 
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conclusions suggest that, while broad 
entrepreneurship programmes are important, 
the key issue is less about entrepreneurial 
opportunities and more about entrepreneurial 
capacity. Furthermore, the fact that South 
Africa is currently classified at the bottom-end 
of opportunity entrepreneurship and new firm 
activity, also paints a bleak picture for 
sustainable business and future growth. To 
expand on these thoughts, the sustainability of 
small business operations in South Africa is 
explored. 


SMME sustainability 


The contribution of the SMME sector cannot 
be sustained without the creation and 
sustenance of new SMMEs. New SMMEs are 
seen as a significant component of the solution 
to South Africa’s development issues, which 
include poverty, income inequality and 
unemployment. South Africa’s SMMEs in 
particular are generally young (start-ups) and 
there exists high ratio between start-ups and 
new firms, unlike other countries. This 
observation suggests that in South Africa, 
many businesses either never progress beyond 
the start-up phase or close. To better 
conceptualise the concept surrounding ‘small 
business sustainability’, it must firstly be 
clarified that a new SMME is described in the 
Global Entrepreneurship Monitor (GEM) as a 
business that has been in existence for more 
than three months but less than forty two 
months. According to GEM, the probability of 
a new SME surviving beyond 42 months and 
becoming an established firm is less likely in 
South Africa than in any other Global 
Entrepreneurship Monitor participating 
country (Amorés, et al., 2014). Further 
analysis of small in namics reveals 
that the survival rate of new entrants is low. 
This confirms the outcome of the work on 
developing economies published by Sam and 
Kelby (1998), which reaffirms the strong 
consensus that prevails among analysts of the 
small business sector that it is characterised by 
phenomenally high business mortality. In this 
regard, the failure rate of new SMMEs in 
South Africa is set at about 75% and is one of 
the highest in the world. The low early-stage 
entrepreneurial activity in South Africa is 
further evident from statistics quoted by the 
Companies and Intellectual Property 
Commission, that show that a high 80% of all 


new small businesses in South Africa fail 
within the first five years (Majokweni, 2013). 
Furthermore, only 130 of the 300 businesses 
selected in 2007 by the Bureau of Market 
Research’s (BMR) informal business survey 
were still in operation in 2011 (Ligthelm, 
2013). This represents a survival rate of 43.3% 
after five years. From the 2007 — 2011 
longitudinal small business study by the BMR 
(Ligthelm, 2013), the most important reasons 
for business failure are those surrounding 
financial sustainability. In 2008, 2009 and 
2010, no less than 39.3%, 51.5% and 29.2% 
respectively of small businesses closed due to 
a lack of profitability or customers. 


The high mortality concerns highlighted above 
are exacerbated when noting that only 12.8% 
of South Africans have the entrepreneurial 
intention to start a business within the next 
three years (Amoros, eft al., 2014). In this 
regard, the 2013 Global Entrepreneurship 
Monitor report shows that the established 
business ownership and nascent 
entrepreneurship rates are as low as 2.9% and 
6.6% respectively for South Africa. These 
findings position South Africa at the bottom- 
end of opportunity entrepreneurship and new 
firm activity, which is regarded as the lowest 
among all sub-Saharan countries. Also, 2013 
BMR data (Ligthelm, 2013) shows that only 
35.3% of business owners would like their 
children to take over their businesses — an 
indication of the extent to which business 
owners perceive entrepreneurship as 
something to be aspired. Conversely, the 
majority would like their children to become 
salaried employees in either the public or 
private sector. 


The literature review revealed complexities 
and sustainability issues that inhibit SMMEs 
from fulfilling their desired role in the 
economy as well as reasons for closing down. 
Alongside this several major critical factors 
that complicate the SMME landscape and 
specific support mechanism targeted at 
SMMEs were identified. In summary, these 
include the following: 


Finance 

Among the top problems faced by SMMEs is 
funding and access to finance. The total 
financing gap for both formal and informal 
SMMEs is estimated at around 45-48% in 
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South Africa (UCS, 2011). This figure 
suggests that a sizeable proportion of 
economically significant SMMEs_ cannot 
obtain financing from banks, capital markets 
or other suppliers of finance. In fact, about 
75% of all applications for bank credit by new 
SMMEs are rejected. By virtue of being 
formally registered and having a bank account, 
only formal SMMEs have access to banks, 
capital markets or other suppliers of finance. It 
is estimated that around 20% of these SMMEs 
are registered with the Companies and 
Intellectual Property Commission (CIPC) and 
have a bank account. Of the formal SMMEs, 
less than 100 000 (27.3%) successfully apply 
and receive funds from the formal financial 
sector. On the contrary, when turning the 
attention to the informal SMMEs, the picture 
becomes more dismal. It is estimated that 
almost half the SMMEs are not registered, 
hence they are operating informally. Owing to 
their informality, most (84.7%) are financially 
excluded from the formal financial market and 
inevitably do not have access to finance. 
Factors inhibiting SMMEs’ access to credit 
include: the lack of business managerial 
experience and skills, insufficient information 
on available products; relatively low levels of 
financial literacy and poor business plans. 
There is a possibility that there is sufficient 
credit being made available, but the stringent 
terms and conditions under which it can be 
accessed are not favourable for the SMME 
sector it is intended to serve. In other words, 
there are sufficient ‘quantities’ of funding 
available, but the ‘quality’ of funding (i.e. the 
product design/services being offered) does 
not match the needs of the sector. In this case, 
the policy response should not be designed 
to increase the amount of credit available to 
the sector, but should involve revisiting the 
product offering of the credit already 
available and ensuring that it meets the 
needs of the SMME sector it is intended to 
serve. 


Severe skills shortages 

SMMEs suffer from poor management skills 
as a result of a lack of adequate training and 
education, leading to high rates of business 
failure. The lack of managerial competence 
places significant constraints on SMME 
development. Even though SMMEs tend to 
attract motivated managers, they can hardly 
compete with larger firms. The scarcity of 


management talent has a magnified impact on 
SMMEs. The lack of support services or their 
relatively higher unit cost can hamper 
SMMEs’ efforts to improve their management 
because consulting firms are often not 
equipped with appropriate cost-effective 
management solutions for this sector. The 
skills gap in the SMME sector as a whole 
emanates from the fact that entrepreneurs 
cannot afford the high cost of training and 
advisory services, while others do not see the 
need to upgrade their skills due _ to 
complacency. Research by the Centre for 
Innovation & Entrepreneurship at the 
University of Cape Town's Graduate School of 
Business shows that the more highly educated 
an entrepreneur is, the more likely they are to 
create jobs (Jones, 2013). However, South 
Africa’s education system is not effectively 
developing people with the skills or the 
confidence needed to _ be _ successful 
entrepreneurs. Though education will take 
time to fix, government could relax the 
regulatory environment to make things a 
little easier for small business owners. 
There is a growing realisation that small 
business support policies that merely 
provide a favourable environment for small 
business are not effective. More specific and 
targeted policies that focus particularly on 
enhancing the business management skills 
of business owners’ are _ required. 
Management is one of the crucial factors 
determining business — sustainability and 
growth. The role of management in the growth 
of businesses should be measured by factors 
directly within the control of the individual 
business which could include, inter alia, 
financial planning, marketing, logistic 
functions such as procurement policy, stock 
control, pricing and competition policy. 


Regulatory issues 

The readings encountered in the preparation of 
this article revealed an immense burden of 
compliance with regulations for small 
businesses. In some cases, businesses need to 
comply with more than 45 laws and have to 
submit up to 24 returns a year, which is time- 
consuming and costly, especially if they need 
specialist help. To demonstrate that small 
firms continue to battle a tangle of red tape, 
Statistics show that companies employing 
fewer than 21 people are _ spending 
approximately 5% of turnover on dealing with 
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red tape (Jones, 2013). Likewise, according to 
Jones (2013), those employing 21 to 30 people 
spent 2%; those employing 31 to 40 people, 
slightly less than 3%; and those employing 
more than 40 people were spending just more 
than 2% of their turnover on resolving red 
tape. SMMEs spent the equivalent of eight 
working days per month dealing with red tape 
in 2013. Furthermore, it takes between 60 to 
90 days to complete all the necessary 
administrative processes before opening a new 
business. Inefficiency on the part of the South 
African Revenue Service (SARS) (paying 
refunds, resolving problems, and issuing tax 
clearance certificates) in particular is cited as a 
major red tape burden. Consequently, it could 
be argued that red tape hurts vulnerable 
small firms the most and government 
policies are a constraining factor on new 
business development in particular. Labour 
laws are also a further constraint on hiring 
staff and inflexible labour legislation and black 
economic empowerment are seemingly 
inhibiting small business growth in particular. 


Unproductive state-run incubators and 
small business support programmes. 
Although government policies emphasise the 
need for a vibrant SMME sector as ideal 
productive job creator, progress has been 
disappointing to date. After a review in 2009 
of all SMME support programmes, the 
Department of Trade and Industry (dti) 
decided to start focusing on incubation. It 
introduced the incubation support programme’ 
in September 2012 with the aim of 
establishing 250 incubators by 2015/2016. To 
date only 13 projects have been approved with 
a total project value of R373m (Jones, 2013). 
In fact, state-run incubators have created an 


' The Department of Trade and Industry (dti) initiated the 
Incubation Support Programme (ISP) to develop 
incubators and create successful enterprises with the 
potential to revitalise communities and strengthen local 
and national economies. In continuing to strengthen 
economic development through broadening participation 
in the economy, the ISP aims to ensure that small, micro- 
and medium enterprises (SMMEs) graduate into the 
mainstream economy through the support provided by 
the incubators. The ISP is one of the support measures 
to encourage partnerships in which big business assists 
SMMEs with skills transfer, enterprise development, 
supplier development and marketing opportunities. 


average of less than one job per business. This 
is according to a report by independent 
research service Trade & Industrial Policy 
Strategies (Tips, 2012) in which South African 
entrepreneurship was compared with that of 
Malaysia and Chile. In comparison, Brazilian 
incubators create on average 4.2 jobs per 
business, Chile's incubators create on average 
1.5 jobs and those in Malaysia create 2.5 jobs. 
When judging the success of support 
programmes for small businesses in general, 
perturbing statistics from the Global 
Entrepreneurship Monitor (GEM) 2012 annual 
survey reveals that only 14% of South 
Africans intended to open a business in the 
next three years. Only 7% of the population is 
involved in early-stage entrepreneurial 
activity, compared with 9% in 2011. The 
average of similar countries is 14%. 
Furthermore, despite the numerous public and 
private programmes, _ start-up businesses 
struggle with access to useful advice and 
finance. The programmes are largely 
uncoordinated and the many _ training 
initiatives are not standardised. There is 
scarcity of research done on the effectiveness 
of government programmes to access finance, 
markets and business support. Awareness and 
the uptake of these schemes have been very 
low to date. A lack of awareness stems from 
poor marketing and a mismatch between the 
products offered on the supply side and that 
which is required by the SMME market. The 
current setup has also proved to _ be 
problematic for strategic coordination 
purposes as programmes tend to _ be 
implemented in isolation of each other and 
also poses risks for the effectiveness of 
funding programmes to small businesses. 
Besides a lack of awareness, other major 
reasons cited for failure of government support 
include: 


1 Uneven distribution (concentration in 
metropolitan areas). 

1 The high cost of searching for support 
services, which are not been mitigated by 
effective information on how and where 
to access support. 

1 Cumbersome administrative requirements 
of government programmes resulting in 
user fatigue and high levels of 
disappointment. (Many of the mentors 
used have little or no business experience, 
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struggle to understand basic accounting 
concepts and are consequently not 
capable of adding value to their clients.) 

0 The needs of small business are ignored. 

1 Initiatives that are working are too small 
to have a meaningful impact on the 
economy and joblessness. Concurrently, 
considerable funds are pumped _ into 
ineffectual programmes. 


Equipment and technology 

In terms of technology, SMMEs often have 
difficulty gaining access to appropriate 
technologies and information on available 
techniques. In most cases, SMMEs utilise 
foreign technology with a scarce percentage of 
shared ownership or leasing. They usually 
acquire foreign licenses, because local patents 
are difficult to obtain. 


The weak economy 

The economic slowdown has a_ negative 
impact on business growth in general. 
Inflation, with specific reference to steep rises 
in administered prices and municipal accounts 
affect SMMEs in particular. The theory of 
economic growth and employment proposes 
that when the demand for goods and services 
increases, more labourers will be required to 
produce such goods and services. As these 
individuals earn wages, they will add to the 
higher demand by increasing their spending on 
goods and services, contributing to higher 
economic growth. Thus, economic growth 
contributes to employment growth and vice 
versa and companies may therefore expect an 
increase in their client base when real GDP 
increases strongly. 


Other factors 

Include uncertainty about the supply of 
services, the tumultuous political climate, 
crime and corruption and access. to 
international markets. 


These major factors hamper the ability of 
small business to grow and create jobs. They 
also threaten the survival of smaller companies 
and divert attention away from a company's 
core business and make it more difficult to 
establish a new business. 


STRATEGY RECOMMENDATIONS / 
INTERVENTIONS 


The exploratory research revealed that it is 
almost impossible to obtain accurate and or 
congruence statistics of small business in each 
category (namely micro-, small and medium), 
or across various sectors of the economy and 
geographic borders. The lack of data is 
particularly noticeable among unregistered 
businesses that employ either casual labour or 
offer employment only to the owner. Due to 
these limitations, the exact number of existing 
small businesses is unknown, the extent to 
which the sector actually contributes to GDP is 
also speculative and number of people small 
businesses employ is unclear. This lack of 
accurate data largely hampers research and the 
ability of government agencies and non- 
governmental organisations (NGOs) to offer 
the correct targeted assistance to businesses in 
the small, medium and micro-arena. Also, a 
lack of clear and accurate statistics is a major 
stumbling block to South Africa’s attempt to 
develop more effective policies and support 
schemes for small enterprises. Against this 
background, the following interventions are 
suggested: 


i) Instigate a dedicated business 
research and modelling programme 

Due to the paucity of quantitative data 
available on business activity and dynamics in 
South Africa, it is recommended that a 
dedicated business research and modelling 
programme with specific emphasis on 
integrating small business dynamics in a 
macroeconomic model be initiated. This 
initiative will support the idea of introducing a 
degree of consistency in the statistics to be 
used for policy and review purposes. The 
problems of financial information asymmetry 
in particular could be addressed by, for 
example, encouraging the reporting of trade 
credit information to private commercial 
credit bureaus to increase SMME access to 
financial credit. This information would help 
lenders to assess the credit risk profiles of 
small businesses. The availability of 
information could also serve to spur the 
development of trade credit as a substitute for 
financial credit. This recommendation also 
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supports the idea of introducing credit ratings 
for SMMEs in South Africa. 


ii) Increase the levels of formality of 
SMMEs (i.e. their legal status) 

This can be achieved through the compulsory 

registration of SMMEs that have not yet 

registered, at minimal or no cost to SMMEs. 


iii) | Address the age of the business and 
entrepreneurial practice. 
The age of a business reflects its market 
experience and normally affects its ability to 
grow and move to the next size class. Market 
experience and size are also important 
variables that determine access to resources. 
Furthermore, age reflects business maturity 
and the ability to manage the business through 
the ups and downs of a business cycle. Older 
businesses tend to reflect greater market 
experience and maturity with a higher level of 
sustainability than younger businesses. A 
factor that correlates positively with business 
sustainability is the initial rationale for 
venturing into the business — world. 
Opportunity-motivated entrepreneurs (i.e. 
those entering the business market due to a 
lucrative business opportunity) tend to be more 
successful than necessity-motivated 
entrepreneurs who became business owners in 
an effort to escape poverty and unemployment 
(owners of successful businesses apply 
substantially more entrepreneurial actions than 
those that ceased to exist and they are more 
sophisticated and formalised - a sign of 
entrepreneurial conduct). Entrepreneurial 
actions, such as updating business and 
operation plans, formulating marketing 
Strategies and regularly analysing — the 
competitive environment lead to _ the 
adjustment of strategies such as 
changing/limiting the product range and 
reducing employment — ultimately aimed at 
ensuring business sustainability. Being 
unemployed prior to establishing a business 
often spells business failure or a lack of 
trading-up to higher business levels. Thus, 
dedicated support is required for those 
entrepreneurial small businesses with high 
employee growth expectations. In summary, 
entrepreneurial support should aim _ to 
encourage productive, innovative 
entrepreneurship which could _ stimulate 
economic growth and job creation. The above 
confirms that entrepreneurship and business 


formation are key elements to economic 
growth and development. However, what 
matters for economic growth and employment 
creation is that the focus should be on 
productive and innovative entrepreneurship in 
he formal economy. 


iv) — Train and build capacity 

There is a need to provide training and 
promote capacity building to address the poor 

level of managerial competence and skills of 
the small business owner. It is crucial to build 
on current programmes and establish new ones 
if warranted to improve the levels of 

managerial competence of the small business 

owner. Moreover, it will be beneficial to work 
with industry to facilitate the development of 
practical skills across the labour force. This 
will require an expansion of the education 
curriculum to improve the capabilities as well 
as the motivations of students to engage in 
entrepreneurial activities; promote practical 
training programmes with quality, experienced 
educators. Further recommendations include 
the design of programmes that provide 
mentorship by experienced entrepreneurs 
(mentorship/incubation programmes) as_ well 
as the formation of partnerships to facilitate 
the transfer of technology to the private sector, 
such as with government and_ university 
collaboration. 


v) Promote the growth and 
sustainability of small businesses 
South Africa still lags behind other developing 
countries in promoting the growth and 
sustainability of small businesses. One of the 
reasons for this poor uptake of facilities 
available, including financing, is the lack of a 
‘single source of information’ or a one-stop- 
shop of all available support programmes and 
how to access them. Consequently, it is 
proposed that institutional arrangements need 
to be streamlined through the establishment of 
a centralised agency to coordinate all small 
business support programmes, funding and 
even research endeavours. This will best be 
achieved by establishing a __ separate 
government department to deal specifically 
with SMMEs, entrepreneurship and support 
for this sector. This initiative will overcome 
the problem that South Africa faces as being 
one of the few countries that does not have a 
separate ministry for SMME development. 
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Moreover, the uneven spread of institutional 
support to small business and especially the 
generally somewhat restrictive regulatory 
environment seem to be key explanatory 
factors in the low growth rates of many 
established SMMEs. Therefore, the following 
additional two recommendations are 
supported: 


vi) | Market, monitor and evaluate 
current government programmes 

There are a plethora of government support 
initiatives (i.e. Small Enterprise Development 
Agency (Seda), National Empowerment Fund 
(NEF), National Small Business Advisory 
Council, Khula Finance Limited, SA Micro- 
finance Apex Fund (Samaf), Technology 
Innovation Agency (TIA), National Youth 
Development Agency (NYDA) and Micro- 
Agricultural Financial Institute of South Africa 
(Mafisa)) for SMMEs, driven by the 
Department of Trade and Industry (dti), 
Department of Economic Development 
(DED), Department of Science and 
Technology (DST), the Presidency and 
Department of Agriculture. To endorse and 
reconcile these support initiatives, the 
following is recommended: 


1 Firstly, increase awareness of the small 
business programmes and _— schemes 
available to small business. 

0 Monitor and evaluate SMME funding 
programmes on a regular basis. This will 
assist government to keep abreast of the 
applicability of the various programmes 
and schemes. The immediate objective of 
the evaluation of current programmes and 
schemes will be to identify reasons why 
awareness and uptake has been low. This 
is regarded as a good starting point upon 
which the current policies and 
interventions can be assessed in terms of 
their suitability/ appropriateness of the 
locality/segment at which they are 
targeted. This emphasises the 
recommendation that small business 
development initiatives must get down to 
the level where small businesses actually 
operate, and must be targeted specifically 
in the different sectors and value chains, 
and in specific localities to address small 
businesses’ diverse characteristics, needs, 
constraints and opportunities. 


vii) Relax the regulatory environment 
Government is encouraged to reduce the cost 
and complexity of regulatory compliance and 
bureaucracy associated with starting a 
business. To support this, government should 
improve administrative efficiency in order to 
reduce red tape. This will also require the 
creation of a level playing field, ensuring that 
regulations are fairly and_ consistently 
enforced. Moreover, government procurement 
opportunities must be more accessible to small 
businesses alongside streamlined tender 
processes, improved transparency and on time 
payment. To further achieve the recommended 
relaxation of regulations, government needs to 
introduce more flexibility in respect of labour 
laws and reconsider black economic 
empowerment (BEE). These initiatives could 
be reinforced by identifying and implementing 
policies that encourage the youth to start 
businesses. Finally, government must create 
tax incentives for small businesses to not only 
grow employment but likewise stimulate start- 
ups of small business. 


vili) Address the failure to access 
financial services 

Finally, South Africa needs to address the 
failure to access financial services, including 
credit, due to various perceptions small 
business owners have of the requirements 
needed for access. This will require the 
introduction of new funding models and 
encourage and possibly incentivise financial 
institutions and individuals or corporations to 
provide capital to entrepreneurs without the 
stringent collateral requirements of 
commercial banks. 


CONCLUSION 


This article reviewed various definitions of 
SMMEs and also discussed the characteristics 
and contributions of SMMEs to economic 
development, and the constraints to SMME 
development. In reviewing the definitions of 
SMMEs, it was concluded that there is no 
single, universal, uniformly acceptable 
definition of SMMEs, which complicates 
efforts to estimate actual economic and 
employment growth prospects of this sector. 
Despite these limitations, the reflection on the 
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SMME sector presented an ideal platform to 
recommend a conceptual policy framework 
that could enhance the role of small business 
in job creation, economic empowerment, 
redistribution of wealth and poverty reduction. 
The article argues that a one-size-fits-all 
approach to develop growth and sustainable 
strategies for the small business sector is not 
feasible. Instead intervention should be 
targeted in terms of specific and unique needs 
of particular small business sectors operating 
in diverse spatial locations. Besides the 
various policy and _ support _ strategies 
advocated a final admonition remains. This 
entails a pronounced paradigm shift away from 
small-scale subsidised government 
programmes to increased private sector 
involvement in the delivery of business 
development services (BDS) to the SMME 
economy. As evidenced internationally, this 
high-impact strategy could promote access to 
and use of services by entrepreneurs to help 
them to operate efficiently and to grow their 
businesses. This strategy advocates large-scale 
sustainable support of small businesses and 
assisting small enterprises to overcome 
barriers to increased profitability by improving 
their productivity and access to markets. 
Overall, it is firmly believed that the proposed 
interventions should form the key pillar for 
transforming the small business sector, and 
especially the small retail sector of South 
Africa. However, it is important that the 
interventions should not be isolated from the 
commendation that small-business 
development requires a two-pronged approach: 
one that focuses on sector-based support for 
emerging entrepreneurs that is able to work 
with people on the ground, that is flexible and 
adaptable and provides a support system for a 
sustained period; and the other that focuses on 
established businesses with the potential to 
scale up. In fact, business development and 
growth (in the formal economy) should be 
elevated to become one of the South African 
government’s priority programmes, to urgently 
address the below-average entrepreneurial and 
business performance of the country. 
Worldwide, there is a growing awareness that 
the promotion of productive and innovative 
entrepreneurship and new firm formation and 
growth is the only means of achieving 
sustainable global economic recovery and 
growth. In fact, the Obama Administration 
singled out the promotion of high growth and 


innovative entrepreneurship as the key element 
of the USA’s Innovation Strategy for 
achieving sustainable growth and quality jobs. 
In similar vein, South Africa should substitute 
the notion of job creation with enterprise 
creation as jobs cannot be _ sustained 
independent of business development. 
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ABSTRACT 


- Organisations use loyalty programmes to stimulate customer loyalty, and consumers : 
: presumably join these programmes to obtain a number of benefits or rewards arising from : 
: their membership. While consumer loyalty and loyalty programmes have been popular : 
: research topics, research which investigates customers’ perceptions of loyalty programme : 
: benefits relative to their level of loyalty to the organisation have been largely neglected. To : 
- address this void, our research assessed the members’ loyalty to a South African grocery : 
: retailer, clustered them into four groups (true, spurious, latent and low loyalty) based on their - 
: level of loyalty and examined their perceptions of the benefits offered by the retailer’s loyalty 
: programme. Four latent dimensions of perceived benefits (Convenience, Recognition, : 
: Entertainment, and Savings and exploration) resulted from the factor analysis. Significant : 
: differences were found to exist in the case of all these dimensions relative to the four loyalty : 
: levels. : 
: Keywords: benefits, consumer loyalty, grocery retailer, loyalty rewards, loyalty : 
programme, perceptions, retailer, store loyalty, South Africa : 


In the early 1980s, market share, low cost and 
service quality were considered fundamental 
to most successful organisations (Reichheld, 


sensitive than non-loyal customers 
(Szczepanska & Gawron, 2011) and often 
regard the cost of switching suppliers as not 


Markey & Hopton, 2000). However, since the 
1990s these aspects no longer guarantee any 
organisational success and loyalty becomes an 
effective tool for driving profitability (Du Toit, 
2012). Customer loyalty benefits organisations 
in a number of ways. Firstly, it contributes to 
lower costs. Owing to high acquisition costs 
(e.g. advertising, promotion and consumer 
education), it is more profitable to retain loyal 
customers than to attract new ones (Cecilia, 
Landan & Maiju, 2007). Secondly, loyal 
customers are less deal prone and_ price 


worth the effort (Ahlert, 2007). Thirdly, 
organisations benefit from customer loyalty 
and could save costs through higher levels of 
consumer tolerance. For example, loyal 
customers are more forgiving in instances of 
service failure and poor performance 
(Ramaswani, 2005). They tend to adjust any 
dissatisfaction dissonance by focusing on their 
positive experiences and disregarding any 
negative thoughts (Kaul, 2006). Fourthly, loyal 
customers further benefit the organisation, 
since their spending tends to accelerate over 
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time (Cecilia et al., 2007) as they get more 
familiar with the organisation’s product range. 
This facilitates the organisation’s cross-selling 
opportunities (Du Toit, 2012). Furthermore, 
loyal customers often establish long-term 
relationships with the organisation, develop 
mutual trust allowing for better 
communication (Szczepanska & Gawron, 
2011), and hence increase customer equity. 
The feedback received from these customers 
enhances organisational efforts to serve them 
better (Ramaswani, 2005) and more closely 
provide for their individual needs 
(Szczepanska & Gawron, 2011). It is 
noteworthy that organisations with high 
customer loyalty often also display high levels 
of employee loyalty (Ramaswani, 2005). It is 
easier for employees to repeatedly deal with 
the same customer than to frequently deal with 
new ones (Griffin, 2002). When an 
organisation is spending less on acquiring new 
customers, the additional funds can be used to 
compensate staff better (Griffin, 2002). This 
might increase staff morale, which can 
improve productivity and lead to better 
customer service and higher levels of loyalty. 


Customer loyalty can be encouraged by 
implementing an effective loyalty programme 
(Shaver, 2000). A loyalty programme is 
generally viewed as a_ marketing tool 
“designed to build customer loyalty by 
providing incentives to profitable customers” 
(Yi & Jeon, 2003:230) when they repeatedly 
and increasingly purchase the organisation’s 
products. These incentives or rewards are 
aimed at strengthening the customer’s 
relationship with the organisation (Bolton, 
Kannan &  Bramlett, 2000). Loyalty 
programmes thus aim to impact two types of 
loyalty - behavioural loyalty (repeated and 
increased use of the organisation’s products) 
and attitudinal loyalty (relationship with the 
organisation). Bandyopadhyay and Martell 
(2007) hold that an understanding of 
attitudinal loyalty provides insight into 
behavioural loyalty, in other words, 
understanding consumers’ emotional bonds 
with the organisation can explain the reasons 
for their patronage. 


Although loyalty programmes have been a 
popular marketing tool for some time, 
consumer enthusiasm to embrace these 
programmes seems to grow, rather than abate 


(Ahlstr6m & Wangsell, 2014; Liu & Yang, 
2009). In the United States alone the number 
of retail loyalty programme members 
increased by 70% in 2011 to reach a total of 
193.9 million members in 2013 (Carter, 2013), 
and in Australia, as many as 88% of 
consumers belong to loyalty programmes 
(Pattas, 2013). South Africa is no exception to 
this trend (Moodley-Isaacs, 2014) as about 
50% of all South Africans belong to at least 
one loyalty programme (Moorad, 2013). 


Despite worldwide enthusiasm, researchers 
such as Wright and Sparks (1999) found that 
consumers do not always use their cards when 
they make a purchase and it is therefore 
questionable whether being a member of a 
loyalty programme is an indication of loyalty. 
From another perspective, Gomez, Arranz and 
Cillan (2012:493) argue that customer “loyalty 
is necessary although in itself not enough to 
ensure participation in grocery retail loyalty 
programs”. However, neither of the above 
studies examined the association between 
loyalty levels and _ perceived loyalty 
programme benefits. In fact such research is 
sparse. Recent research into consumer loyalty 
tends to focus on factors that influence 
consumer loyalty towards an organisation (Du 
Toit, 2013), the relationship between 
satisfaction and loyalty (Pleshko & Heiens, 
2014), store loyalty determinants (Ercis, Unal 
& Yilmaz, 2010; Jansone, 2012) and the 
impact of loyalty programmes on store loyalty 
(Ahlstr6m & Wangsell, 2014; Manuele, 2006; 
Dowling, Uncles & Hammond, 2003). 
Research into loyalty programme benefits 
focuses on cross-cultural perceptions of 
loyalty schemes (Steyn, Pitt, Strasheim, 
Boshoff & Abratt, 2010), perceived benefits of 
loyalty programmes and customers’ impact on 
and satisfaction with the programme 
(Mimouni-Chaabane & Volle, 2010), the link 
between customers’ store loyalty and their 
satisfaction with the rewards provided by 
retailers (Yi & Jeon, 2003) and the impact of 
loyalty cards on store loyalty (Demoulin & 
Zidda, 2008). 


The current research explored loyalty 
programme members’ perceptions of loyalty 
programme benefits relative to their level of 
loyalty to the organisation. Knowledge of 
differences or similarities between these 
groups’ perceptions can enhance the 
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organisation’s decisions on the design and 
targeting of such benefits. 


We chose one of the largest loyalty 
programmes in South Africa as the context for 
our empirical study. It is one of the few loyalty 
programmes offered by the country’s grocery 
retailers and is based on the programme of 
Tesco, a British supermarket chain 
(Bizcommunity, 2011). The South African 
retailer introduced its loyalty programme in 
2011 with the target of obtaining three million 
members in the first year. In 2012 it had over 
six million cardholders, far exceeding all 
expectations, and by May 2014 this number 
had grown to 8 million (Magwaza, 2014). The 
initial impact of the programme was very 
positive and the retailer’s turnover grew from 
R26 billion in August 2011 to R28 billion in 
February 2012 as a result of the programme 
(Pick ‘n Pay, 2012). 


In the remainder of this article, we first 
provide a summary of the purpose and 
objectives of the study, explore customer 
loyalty, emphasising levels of loyalty, and 
explain the notion of loyalty programmes, 
focusing on programme benefits. Next follows 
an outline of the research strategy and a report 
on and discussion of the results of the 
empirical study. Conclusions, 
recommendations, acknowledgement of the 
limitations of the study and suggestions for 
further research, complete the article. 


PURPOSE AND OBJECTIVES OF 
THE STUDY 


This research endeavoured to answer the 
question: “Do loyalty programme members’ 
perceptions of programme benefits differ 
based on the level of their loyalty to the 
organisation?”. The following objectives were 
set to answer this question: 

e establish the benefits associated with 
loyalty programmes and _ examine 
respondents’ perceptions of the benefits 
offered by the retailer’s loyalty 
programme; 

e investigate customer loyalty and loyalty 
levels in general, examine respondents’ 
loyalty to the selected retail store and 
cluster them into levels of loyalty; 


e compare respondents’ perceptions of the 
loyalty programme benefits relative to 
their level of loyalty. 


LITERATURE REVIEW AND 
CONCEPTUALISATION 


Consumer loyalty 


Consumer loyalty is defined as “a constant and 
positive attitude towards an _ object” 
(Szczepanska & Gawron, 2011:65) such as a 
brand or an organisation. It is also “a deeply 
held commitment to rebuy or re-patronise a 
preferred product/service consistently in the 
future” (Oliver, 1999). A loyal customer is 
someone who has a positive attitude towards 
the organisation, repeatedly purchases from it 
and intentionally recommends it to others 
through positive word-of-mouth (Du Toit, 
2012). 


Baloglu (2002) points out that marketers 
should first determine the nature of their 
customers’ loyalty before they can develop 
real loyalty. As was briefly mentioned before, 
loyalty can be of a behavioural and attitudinal 
nature. Behavioural loyalty is associated with 
the actual conduct or behaviour of consumers 
(Peppers, 2009), for example, their patronage 
behaviour (Kaul, 2006) reflected in the 
frequency of revisits to the organisation and 
the amount of money and time spent during 
each visit (Baloglu, 2002). However, 
Szczepanska and Gawron (2011) emphasise 
that behavioural loyalty goes beyond 
patronage behaviour; it also refers to 
customers’ susceptibility to offers from 
competitors and their willingness to advertise 
the organisation through word-of-mouth 
communication. Attitudinal loyalty refers to a 
customer's emotional attachment to a 
particular provider or brand, that is, the 
customer’s liking the partnership with the 
organisation and/or feeling a sense of 
belonging to the organisation (Financial Times 
Lexicon, 2012). Attitudinal loyalty is typically 
influenced by trust and switching costs. Trust 
comprises aspects such as honesty, reliability, 
competence, and consumer orientation, while 
switching costs include the time and effort 
incurred when moving to a different provider 
(Baloglu, 2002). 
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FIGURE 1 
Levels of loyalty resulting from the combination of attitudinal loyalty and behavioural 
loyalty 
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Source: Adapted from Baloglu (2002) 


Four categories of loyalty, as shown in Figure 
1, are formed based on the level of attitudinal 
and behavioural loyalty. These categories are 
termed latent loyalty, low loyalty, spurious 
loyalty and true loyalty. 


Truly loyal consumers are an organisation’s 
preferred customers. Compared with 
customers in the other categories of loyalty, 
truly loyal ones exhibit high levels of 
attitudinal and behavioural loyalty. These 
customers have a strong emotional attachment 
to the organisation, which positively 
influences the longevity of their loyalty 
(Cecilia et al., 2007), have high levels of trust 
in the organisation, spend more time and 
money during their visits to the store, are not 
susceptible to competitive offerings, and have 
high levels of repeat patronage (Baloglu, 
2002). They also freely promote the 


organisation to others through word-of-mouth 
communication (Harvey, 2012). 


Latently loyal customers have high levels of 
emotional attachment to the organisation but 
exhibit low patronage (Harvey, 2012). The 
latter may be caused by situational influences 
and insufficient resources (Baloglu, 2002). 
Despite these uncontrollable factors which 
make it difficult for marketers to target latently 
loyal consumers (Harvey, 2012), this group 
can be developed into truly loyal customers 
through an effective marketing strategy that 
focuses on price, accessibility and distribution 
(Baloglu, 2002). 


Spurious loyalty, also known as. artificial 
loyalty, occurs when customers make frequent 
purchases in the absence of any emotional 
attachment to the organisation (Baloglu, 
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2002). Their high patronage behaviour can be 
explained by situational factors such as 
convenience, financial incentives, habitual 
buying and a lack of alternatives (Cecilia et al., 
2007). Consumers who display signs of 
spurious loyalty are more susceptible to 
offerings from competitors (Baloglu, 2002). 


In contrast with the other three categories, 
consumers with low levels of loyalty often 
lack any loyalty and exhibit low levels of both 
emotional attachment to the organisation and 
repeat patronage (Baloglu, 2002). They 
display little or no awareness of the 
organisation and their low emotional 
attachment towards it influences their buying 
behaviour (Du Toit, 2012). These customers’ 
purchase decisions are easily influenced by 
spur-of-the-moment purchasing, convenience 
and on-the-spot discounts (Harvey, 2012). 
Furthermore, compared with other loyalty 
groups, low loyalty consumers spend the least 
amount of money and time during their visits 
to the particular store and are very susceptible 
to offers from competitors (Baloglu, 2002). 


Loyalty programmes 


One perspective of a loyalty programme is that 
it serves as a marketing instrument aimed at 
creating customer loyalty (Dowling & Uncles, 
1997; Liu, 2007). Another view is that loyalty 
programmes aim to gain a larger share of the 
consumer’s spending (Worthington & Fear, 
2009) over a period of time (Mauri, 2003). To 
achieve these aims, loyalty benefits or rewards 
may be immediate or delayed (Dowling & 
Uncles, 1997). Immediate rewards often take 
the form of different discounts, for example, a 
percentage discount on purchases that are 
linked to price promotions (Leenheer, Herald, 
van Heerde, Bimolt, & Smidts, 2007) 
available only to loyalty programme members. 
While immediate rewards are often attractive 
to consumers, organisations tend to prefer 
delayed rewards, since the latter build exit 
barriers (e.g. consumers are afraid of losing 
their points when they switch to a different 
provider) and create consumer loyalty 
longevity through long-term shaping of 
consumer behaviour (Dowling & Uncles, 
1997). Delayed rewards typically comprise 
points that can be converted into discount 
coupons, free products or gifts (Dowling et al., 
2003). For delayed rewards to be effective, 


loyalty programmes must have structures in 
place to induce consumers to view purchases 
as a sequence of related decisions (Lewis, 
2004). 


In addition to being immediate or delayed, 
rewards can also be direct or indirect (Dowling 
& Uncles, 1997). A direct reward is one that is 
linked to a given product and may add value to 
the product (Dowling & Uncles, 1997). 
Indirect rewards, in contrast, are often not 
linked to a product (Dowling & Uncles, 1997). 
Because consumers tend to focus more on the 
products they purchase rather than those they 
do not, direct rewards such as special offers 
and discounts normally get more attention and 
create greater value for customers (Y1 & Jeon, 
2003). Therefore direct rewards are more 
successful in achieving the loyalty programme 
objective of creating consumer loyalty and 
longevity (Cecilia et al., 2007; Dowling & 
Uncles, 1997). 


Perceived loyalty programme benefits 
Perceived loyalty programme rewards are the 
benefits consumers receive for participating in 
the loyalty programme (De Wulf, Odekerken- 
Schréder, de Canniére & van Oppen, 2002). A 
review of research suggests that these rewards 
can be of a utilitarian, hedonic or symbolic 
nature. 


Utilitarian rewards are functional, instrumental 
and cognitive in nature and provide the 
consumer with a solution to basic needs 
(Mimouni-Chaabane &  Volle, 2010). 
Examples are monetary savings and 
convenience. Monetary savings, a primary 
reason why consumers support loyalty 
programmes, include tangible rewards such as 
discount coupons, cash-back offers and 
discounts on purchases (Jorgensen, 2010). 
Leenheer et al. (2007) argue that the more 
economic rewards consumers perceive they 
receive from loyalty programme membership, 
the more likely their enrolment in the 
programme will be. In addition to monetary 
savings, utilitarian rewards also include 
convenience, for example, easy and fast 
payment desks where consumers can use their 
loyalty cards (Mimouni-Chaabane & Volle, 
2010). An indirect convenience benefit derived 
from patronising an organisation involves 
consumers’ getting to know the organisation 
and its products and services. This facilitates 
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their purchase decision-making processes 
(Mimouni-Chaabane & Volle, 2010), saves 
time and enhances shopping convenience. 


In addition to utilitarian benefits, consumers 
may also derive hedonic rewards from 
participating in a loyalty programme. Rewards 
such as exploration, achievement and 
entertainment provide the consumer with 
pleasure and satisfaction. Loyalty programmes 
offer consumers the opportunity to explore and 
try new products and promotional offers that 
they might not have done under normal 
circumstances (Mimouni-Chaabane & Volle, 
2010). Other hedonic rewards include the 
pleasure, satisfaction and sense of achievement 
associated with collecting and redeeming 
loyalty points (Mimouni-Chaabane & Volle, 
2010), and participating in lucky draws, 
special events and competitions open to 
loyalty programme members. 


Symbolic benefits, the third category of 
rewards, often relate to self-esteem and social 
approval. Consumers might perceive 
recognition, prestige, distinction and an 
elevated standing (Shugan, 2005) resulting 
from special treatment rewards offered to 
programme members. Some __ loyalty 
programme members seem to experience a 
sense of belonging and being part of an 
exclusive group (Mimouni-Chaabane & Volle, 
2010) which results in feelings of familiarity 
and emotional engagement with the 
organisation (Szczepanska & Gawron, 2011). 


The loyalty programme reported on in the 
empirical part of the current research provides 
its members with many of the benefits 
discussed above. For example, members can 
instantly earn points with each purchase, 
receive discounts on hundreds of products that 
non-members do not receive, and are 
automatically entered into numerous 
competitions when they swipe their loyalty 
card (Smart Shopper, 2013). Collected points 
can be converted into discount coupons which 
can be used at a variety of partners, used as 
flyer miles with a specific airline, or donated 
to a charity of their choice. Special benefits 
include allowing customers to place their 
grocery order by phone, fax or email. Staff 
members prepare the order and call the 
consumer with the exact amount of the 
purchase. The consumer then comes to the 


store, pays for the groceries and is assisted to 
the car. 


Another example of special benefits is the 
retailer’s practice of opening its doors an hour 
earlier on 24 December so that loyalty 
programme members can be treated to coffee 
and snacks. They also have the opportunity to 
liaise with staff and do their Christmas 
shopping before non-members are allowed in 
the store (Smart Shopper, 2013). 


RESEARCH STRATEGY 


A literature search and an empirical study 
were undertaken to answer the research 
question and achieve the research objectives. 
Primary data were collected following a 
quantitative approach and using a_person- 
administered survey and structured 
questionnaire. A qualifying question verified 
whether the potential respondent was a loyalty 
programme member and was willing to 
participate in the survey. 


The remainder of the section on research 
strategy describes the questionnaire, sampling 
and data collection, and the technicalities and 
process of data analysis. 


Questionnaire 


The questionnaire was divided into two 
sections. The first part of Section A comprised 
eight items intended to measure behavioural 
and attitudinal loyalty. These items originated 
from Manuele (2005). The results of this 
section were then used to classify respondents 
into the different levels of loyalty, namely, 
true loyalty, spurious loyalty, latent loyalty 
and low loyalty. The second part of Section A 
comprised 19 semantic scale items with 
*strongly disagree” and “strongly agree” as 
anchor points. These items, which were 
intended to measure perceptions of the loyalty 
programme benefits, have been adapted from 
the work by Manuele (2005) and Mimouni- 
Chaabane and Volle (2010). 


Section B contained five questions that 
captured details of respondents’ gender, age, 
ethnic group, household size, and monthly 
income. 
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Sampling and data collection 


Questionnaires were completed by respondents 
who were members of the selected retail 
loyalty programme and who patronised a 
specific outlet in the retail chain. While the 
latter limits the generalisability of the findings, 
it prevented bias resulting from differences in 
store location, qualities of staff, levels of 
service, and the like. Three trained 
fieldworkers distributed questionnaires over 
three weeks to shoppers while they were in the 
store until 350 usable questionnaires were 
received. Respondents could complete the 
questionnaire in the store or in their own time 
and return it to the store. 


Data analysis 


The data was captured in Microsoft Excel and 
analysed using Statistica Version 10. The data 
analysis was done in five stages - calculation 
of descriptive statistics, factor analysis to 
identify latent dimensions of customer loyalty 
and of perceived benefits, categorisation of 
respondents into the four levels of loyalty, 
analysis of these groups’ perceptions of the 
loyalty programme benefits and determining 
the relationship between the levels of loyalty 
and perceptions of the loyalty programme 
benefits. 


The loyalty programme benefits data were 
described using frequencies, minimum and 
maximum values, mathematical averages 
(mean scores) and standard deviations. Prior to 
conducting an exploratory factor analysis, we 
first examined the suitability of the data for 
factor analysis by determining the Kaiser- 
Meyer-Olkin’s (KMO) measure of sampling 
adequacy and the Bartlett’s test of sphericity 
(Bartlett, 1954). Since the KMO value of 
0.895 was within the ‘meritorious’ interval of 
0.8 to 0.9 (Kaiser, 1974) and the Bartlett’s test 
showed statistical significance (p<0.001), 
factor analysis was viable. Thereafter we used 
Kaiser’s criterion (Kaiser, 1960) and Cattell’s 
scree test (Cattell, 1966) to determine the 
number of factors. Four eigenvalues exceeded 
one and the scree plot showed an elbow after 
the fourth factor, which confirmed the 
existence of four factors. The four-factor 
solution explained 68.24% of the total 
variance, thus meeting the rule of thumb that a 
factor solution accounting for 60% or more of 


the total variance is satisfactory (Friel, 2008; 
Hair, Black, Babin & Anderson, 2010). 
Consequently, the extracted four-factor 
framework was deemed acceptable. The initial 
factor solution was rotated to facilitate 
substantive interpretation of the pattern of 
factor loadings. In comparison with orthogonal 
rotation (e.g. VARIMAX), the oblique rotation 
method where factors are assumed to correlate 
to each other was used as this approach is 
better suited to the goal of obtaining several 
theoretically meaningful factors and is more 
justifiable and more realistic, particularly in 
the social sciences (Chi & Qu, 2008; Hair et 
al., 2010). All 19 items loaded on four 
interpretable factors. Item loadings exceeded 
the acceptable level of 0.40 (Tabachnick & 
Fidell, 2007) as did the inter-item averages of 
the factors. 


A similar process was followed in analysing 
the data for loyalty. First descriptive statistics 
were calculated. Thereafter the factorability of 
the data was confirmed by the KMO value of 
0.928 and the Bartlett’s test of sphericity 
showing statistical significance (p<0.001). 
Only one factor had an eigenvalue exceeding 
one and a clear elbow appeared after the first 
factor. The single factor, with a Cronbach 
alpha of 0.90 and explaining 59.5% of the total 
variance, was taken to represent store loyalty. 
All factor loadings exceeded 0.60 and the 
inter-item correlation equalled 0.54. Following 
the factor analysis, the scale measuring 
respondents’ loyalty was collapsed into four 
groups representing the four levels of loyalty 
as follows: 1.00-1.99 (low loyalty), 2.00-2.99 
(spurious loyalty), 3.00-3.99 (latent loyalty) 
and 4.00-5.00 (true loyalty). 


Analysis of variance (ANOVA) was used to 
examine the factors describing perceived 
programme benefits relative to the various 
loyalty groups. Where significant differences 
between groups were detected, Tukey’s HSD 
test was used to determine where the 
difference occurs. Further results of the data 
analysis are discussed in the next section. 


RESULTS AND DISCUSSION 
Profile of the respondents 


Females comprised 72% of the respondents; 
15% of the respondents were younger than 25, 
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34% were between the ages of 26 and 35, 26% 
between 36 and 45, 17% between 46 and 55 
and 8% were older than 55. The seemingly 
skewed distribution of gender and age groups 
might be partly explained by the physical 
location of the store. Three schools of which 
one has over 2 000 pupils, are located within a 
3km radius from the store. Many mothers are 
reported (personal communication, C. 
Swiegelaar, Manager of Pick ‘n Pay Family 
Store, 15 February 2015) to do their shopping 
during the same trip of dropping off or 
fetching their children from school. Of the 
respondents, 58% were coloured, 20% black, 
20% white and 2% Indian or from other ethnic 
groups. Only 4% of the respondents lived 
alone, 14% were part of a 2-person household, 


17% were from a 3-person household, 28% 
were from a 4-person household, and the 
remainder lived with more than four people. 
More than half (55%) of the respondents’ 
monthly gross income was between R3000 and 
R9999, 30% earned less than R2999, 11% 
earned between R10 000 and R19 999, 3% 
between R20 000 and R39 999, and 1% earned 
more than R40 000 per month. 


Results of factor analysis and descriptive 
statistics for perceived loyalty programme 
benefits 


Table 1 shows the mean scores and standard 
deviations for all the items grouped into the 
four factors, the reliability coefficients and the 


TABLE 1 
Results of exploratory factor analysis, mean scores, standard deviations and 
Cronbach’s alphas for loyalty programme benefits 

















% Variance explained = 5.57 


Factor higan Std 
loading dev 
Factor 1: Recognition 
| feel special 562 3.83 1.27 
| feel that | am treated better than non- cardholders 911 3.46 1.38 
| feel that | am treated with more respect than non-cardholders 953 3.40 1.38 
| feel more important than non-cardholders .929 3.43 1.43 
| feel part of a special group 604 3.76 1.30 
| feel | belong somewhere 662 3.89 1.20 
Cronbach’s alpha = 0.93 
% Variance a raleined = 41.72 3.63 He 
Factor 2: Convenience 
It is easy to become a loyalty programme member .700 4.69 0.73 
The loyalty programme application form required little personal AT77 4.32 1.09 
information from me 
The loyalty programme is easy to use 749 4.52 0.81 
It is very easy to obtain substantial rewards 538 4.30 0.93 
It is easy to redeem rewards 21 4.40 0.92 
Cronbach’s alpha = 0.77 
% Variance sxplained = 14.11 oe bee 
Factor 3: Savings and exploration 
| receive financial rewards that meet my expectations 660 3.84 1.08 
The programme makes me feel that | spend less 798 3.83 1.09 
| save money with the loyalty programme 672 3.98 1.10 
| discover new products with the loyalty programme 444 3.64 1.21 
| try new products with the loyalty programme 518 3.74 1.20 
Cronbach’s alpha = 0.84 
% Variance = alined = 6.84 ; 3.81 089 
Factor 4: Entertainment 
Earning points is exciting AM7 4.33 0.97 
Redeeming my points is fun 628 4.26 0.96 
| feel good about myself when | redeem my points 592 4.20 1.10 
Cronbach’s alpha = 0.86 407 0.89 
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percentage variance explained by each of the 
factors. The factors were named based on the 
core ideas reflected in the items loading onto 
each specific factor. 


Factor 1, labelled Recognition, consists of six 
items that measured respondents' perceptions 
of the recognition they experienced as loyalty 
programme members. Factor 2, Convenience, 
used five items to capture perceptions of the 
convenience associated with the loyalty 
programme. Factor 3, comprising 5 items, was 
termed Savings and exploration. 
Entertainment, Factor 4, gathered three items. 
Individual item mean scores ranged from 3.40 
to 4.69 on the 5-point scale. This range 
indicates that overall, the respondents were 
fairly positive about the programme benefits. 
Except for one item “Earning points is 
exciting, M=4.33) the five highest individual 
mean scores all related to convenience. 
Convenience also had the highest factor mean 
score (M=4.45) followed by Entertainment 
(M=4.27). Savings and exploration (M=3.81) 
and Recognition (M=3.63) had mean scores 
below 0.40. The lowest item mean scores 
(M=3.40 and M=3.43_ respectively) was 
obtained for “I feel that I am treated with more 
respect than non-cardholders” and “I feel more 
important than non-cardholders”. 


Results of the factor analysis and 
descriptive statistics and results of the 
factor analysis for store loyalty 

All the items measuring store loyalty loaded 
on one factor. This implies that no 
differentiation was made between attitudinal 
and behavioural loyalty. Table 2 shows the 
results of the factor analysis and the relevant 
descriptive statistics for this factor, which was 
labelled, Store loyalty. The individual item 
mean scores ranged from 3.56 to 4.13, which 
seems to indicate fairly high levels of loyalty. 
The highest item mean score (I trust this store) 
relates to attitudinal loyalty but no pattern was 
evident in the remainder of the results. 


Clustering respondents into levels of 
loyalty 

The scale measuring respondents' loyalty to 
the retailer was collapsed into groups 
representing the four levels of loyalty 
described in the earlier sections on “Consumer 


loyalty” and “Research strategy”. Figure 2 
shows the results. 


TABLE 2: 
Results of exploratory factor analysis, 
mean scores and standard deviations 
for store loyalty 











Factor Std 
Loading mall dev 

Store loyalty 
| trust this store 0.713 413 1.11 


| often recommend this 


store to others 0.748 4.06 = 1.00 


| spend a lot of time on my 


visits to this store 0.810 391 1.18 


| frequently buy from this 


store 0.792 #394 1.05 


| feel very loyal to this store 0.628 389 1.12 


| buy more from this store 


from other grocery stores 0.775 382 1.21 


| exclusively buy my 
grocery products from this 0.728 «#49381 = 1.14 
store 


| don't consider offers from 
competing grocery stores 


Cronbach’s alpha = 0.90 
% Variance explained = 59.5 


0.656 3.56 ~~ 1.21 





FIGURE 2: 
Percentage of respondents clustered 
into each of the loyalty levels 
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TABLE 3: 
Results of the Analysis of Variance 

Loyalty levels Low Spurious Latent True 
Programme rewards M SD M SD M SD M SD F P 
Convenience 3.00 2.83 3.67 0.83 4.03 0.66 4.66 0.47 3941.71 ~—-0.0000* 
Savings & exploration 2.50 1.56 2.43 0.81 3.25 0.70 4.10 0.77. +45.65 ~—-0.0000* 
Entertainment 3.17 1.18 2.74 1.07 3.67 0.88 4.58 0.65 56.26 0.0000* 
Recognition 2.67 2.36 1.98 0.94 3.22 1.12 3.88 1.03 21.14  0.0000* 
p< 0.001 


It is clear from Figure 2 that the majority of 
the respondents can be regarded as truly loyal, 
implying a high level of combined attitudinal 
and behavioural loyalty. 


Comparison of perceived loyalty 
programme benefits across levels of 
loyalty 

Table 3 compares the respondents’ perceptions 
of the loyalty programme benefits against the 
four levels of loyalty. Truly loyal respondents 
obtained the highest mean score for all the 
benefit dimensions. Convenience _ benefits 
attracted the highest mean score (M=4.66), 
closely followed by Entertainment (4.58). 
Recognition had the lowest score (M=3.88). A 
similar pattern is evident for respondents 
classified as latently loyal and spuriously 
loyal, but the individual mean scores were 
comparatively lower than those for the truly 
loyal group. The low loyalty group, however, 
valued Entertainment benefits the most 
(M=3.17), followed by Convenience 
(M=3.00); Savings and exploration benefits 
were valued the least (M=2.50). Given the lack 
of attitudinal and _ behavioural loyalty 
associated with low loyalty consumers, one 
can expect that this group will easily switch to 
other loyalty programmes if the latter offer 
more entertainment and fun. 


Table 3 also shows the results of the Analysis 
of Variance performed to determine whether 
the perceptions of loyalty programme benefits 
were significantly different across the levels of 
loyalty. The results confirmed that this was 
indeed the case (p<0.05). 


A Tukey's alternate procedure was performed 
to examine where the differences indicated in 
Table 3 occurred. The results are shown in 
Table 4. 


It follows from Table 4 that perceptions of 
Convenience differed significantly between the 
truly loyal and low loyalty groups, between 
truly loyal and spuriously loyal and between 
truly loyal and latently loyal groups. A similar 
pattern of significant differences was observed 
in the case of Savings and exploration. In 
addition, a significant difference also existed 
between spuriously and _latently loyal 
customers. In the case of both Entertainment 
and Recognition significant differences were 
found between those who were truly loyal and 
those who were spuriously and _latently 
loyalty, and between the spuriously and 
latently loyal groups. 


CONCLUDING REMARKS AND 
RECOMMENDATIONS 


While organisations use loyalty programmes 
to encourage customer loyalty, it is reasonable 
to believe that consumers participate in such 
programmes for the benefits they expect to 
receive. The aim of our study was to determine 
whether respondents’ perceptions of the 
specific loyalty programme benefits differ 
relative to their level of loyalty to the 
organisation. A major South African retail 
supermarket loyalty programme and _ its 
members served as the research setting. 
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TABLE 4 
Results of the Tukey test 
Convenience 

Loyalty level Low Spurious Latent True 
Low - : ; : 
Spurious 0.4743 - 
Latent 0.0892 0.1839 - 
True 0.0007* 0.0000* 0.0000* 

Savings and exploration 
Loyalty level Low Spurious Latent True 
Low - - - - 
Spurious 0.9995 : 
Latent 0.5913 0.0030* ; 
True 0.0314* 0.0000* 0.0000* 

Entertainment 
Loyalty level Low Spurious Latent True 
Low - - : : 
Spurious 0.8978 
Latent 0.8213 - 
True 0.0637 0.0000* 
Recognition 

Loyalty level Low Spurious Latent True 
Low - - : - 
Spurious 0.8621 
Latent 0.9107 - 
True 0.4539 0.0000* 


In summary, the results of our study showed 
that perceived loyalty programme benefits can 
be grouped into four dimensions - 
Recognition, Convenience, Savings and 
exploration, and Entertainment. These 
dimensions are fairly similar to those 
identified in a comparable study into the 
loyalty programme of a grocery retailer in 
Italy (Mimouni-Chaabane & Volle, 2010), 
namely convenience, monetary _ savings, 
exploration, entertainment, recognition and 
social benefits. 


Respondents found the retailer’s loyalty 
programme to be primarily convenient and 
entertaining, but also offering a fair amount of 
recognition and opportunities for savings and 
exploration. Perceptions of these benefits 
differed significantly relative to the 
programme members’ loyalty to the store with 
regard to all four sets of benefits. Truly loyal 
consumers thought that the loyalty programme 
first of all provides Convenience, followed by 





Entertainment, Savings and exploration, and 
with Recognition at the bottom of the list. 
Latently and spuriously loyal groups also 
valued Convenience most, and both groups 
found Recognition the least appealing. When 
ranked according to mean _ scores, 
Entertainment topped the list of benefits in the 
views of the low loyalty group, with 
Convenience in second place and Savings and 
exploration last. 


The results confirmed that perceptions of 
loyalty programme benefits differ according to 
level of loyalty to the organisation. Following 
these results, it is suggested that the retailer’s 
loyalty programme be designed in a way that 
will maximise members’ perceptions of 
convenience. Baloglu (2002) indicates that 
latently loyal customers have the potential to 
become loyal customers. Therefore, apart from 
the loyalty programme’s convenience 
satisfying the expectations of truly loyal 
customers, it might also help move the latently 
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loyal group to becoming truly loyal. Latently 
loyal consumers typically exhibit low 
patronage levels, but high emotional 
attachment to providers (Harvey, 2012). 


The loyalty programme is currently not 
perceived as offering its members much 
recognition. These perceptions might be 
improved by strategies to make members feel 
more distinguished, unique and _ special 
compared with non-members. Efforts might 
include offering complimentary coffee or 
snacks, providing special payment counters 
and promotions in-store that are only available 
to loyalty programme members. Furthermore, 
members might be provided with loyalty cards 
in different colours based on their usage with 
exclusive benefits attached to the different 
colours. 


To move spuriously loyal members to 
becoming latently loyal or even truly loyal, it 
will be necessary to find innovative ways to 
strengthen perceptions of Savings and 
exploration and Entertainment. Perceptions of 
Entertainment can be enhanced by not only 
offering members’ discount vouchers 
redeemable at the retail store, but perhaps also 
items such as rugby tickets, concert tickets 
and/or holiday accommodation coupons. Low 
loyalty customers might also benefit from such 
actions as these customers often lack any 
loyalty and exhibit low levels of both 
emotional attachment to the organisation and 
repeat patronage (Baloglu, 2002). Given these 
characteristics and the finding that 
Entertainment had the highest mean score, 
their loyalty might be enhanced by additional 
entertainment benefits. 


LIMITATIONS OF THE STUDY AND 
FUTURE RESEARCH 


The limitations of our study create 
opportunities for further research. First, the 
survey population was limited to patrons of a 
single grocery retailer and therefore the 
generalisability of the findings may be 
questioned. Further cross-sectional research 
will help determine whether different samples 
will yield similar results. These samples could 
include different sized stores and different 


locations in South Africa. Future research 
could also compare perceptions of loyalty 
programme benefits across countries where 
similar loyalty programmes are offered within 
a specific industry or compare perceptions of 
similar programmes across different industries. 
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